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KEEPING “TRUST” TITLE UNDEFILED 


INDISCRIMINATE GRANTING OF TRUST POWERS 


INE of the inscrutable decrees to 

which humanity must yield obe- 

dience in all its migrations and 

strivings, is that every good cause 
and every noble ideal must be fought for 
courageously. With each new gain and 
promontory there comes the need of stronger 
fortifications and vigorous defense. The 
more worthy the undertaking and the higher 
the aim, the greater is the demand for sleep- 
less vigilance against attack and subversive 
influences that are either seen or unseen. 
This is true in the realms of politics, of eco- 
nomic progress, and in all quests for social 
and cultural betterments. Particularly 
applicable and deserving of emphasis at this 
time is this truism insofar as it relates to 
keeping inviolate the good name and the 
structure of trust service. 

Nowhere in the world have the beneficent 
qualities which inhere in trusteeship for the 
protection and equitable distribution of pri- 
vate property, acquired such stature and 
breadth as in the United States. Although 
the idea may be traced back to antiquity, 
it remained for institutions in this country 
to endow trusteeship with greater attributes 
of permanence and faithful performance 
through the organization of the so-called 
modern trust company. It is simply impos- 
sible to duly appraise the invaluable con- 
tribution made by trust companies and 


latterly also by national banks, in their 
fiduciary capacities, to the economic and 
social well-being of this nation. Suffice it to 
say that the sanctity which today surrounds 
private property and the financial conduct 
of business and corporations, would tumble 
into chaos if the agencies and refinements of 
responsible trust service were to be with- 
drawn. 

Nothwithstanding the tremendous in- 
crease in volume of trust business, im- 
proved methods and discovery of many 
new fields of usefulness, there is good reason 
for pause and taking account ot dangers 
that threaten both legal and administrative 
fortifications. Because of grave respon- 
sibilities and confidential human contacts, 
trust service is peculiarly vulnerable to at- 
tack and must be jealously defended against 
deteriorating influences. Problems have 
become acute which challenge the earnest 
attention of every conscientious worker in 
this field. The question forcefully presents 
itself: “Has the ‘trust company movement’ 
become a misnomer, and is it slipping back 
instead of making constructive advance ?”’ 

Two outstanding problems which imme- 
diately affect the general reputation and 
integrity of trust administration, may be 
readily identified. One of these problems 
arises from the hasty and indiscriminate 
bestowal of trust powers by the Federal 
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Reserve authorities and in many of the state 
jurisdictions. The other problem is the 
persistent and flagrant abuse of the cor- 
porate title “trust company” assumed by 
banks and so-called trust companies. Among 
the latter are institutions which are neither 
equipped nor have any serious intention of 
exercising fiduciary powers. From among 
their ranks come the frequent failures and 
scandalous disclosures which figure in sensa- 
tional newspaper headlines and thereby 
unjustly drag into the mud the good name 
and the public faith which attaches to the 
title “trust company.” To mention but one 
of many similar examples, there is the 
failure of the “City Trust Company” in 
New York which has provided noxious 
headlines for nearly a year and which did 
not even pretend to carry on a trust 
business. 

Evidence of the profligate granting of 
trust powers is contained in the bill which 
was signed the other day by President 
Hoover, amending the Federal Reserve Act 
so as to enable national banks to volunta- 
rily surrender the right obtained to exercise 
trust powers and relieving them of the 
necessity of complying with laws governing 
national banks in exercising such powers. 
This amendment, which is practically the 
only .change in the Federal Reserve Act 
sanctioned at the recent session of Congress, 
may be regarded as a confession of weak- 
ness as well as an indictment against the 
policy of the Federal Reserve Board in 
handing out trust powers with too liberal a 
hand. It should serve as a warning to state 
banking authorities who have been similarly 
lax. 

TRUST POWERS AND TITLE 
MUST BE MORE RIGIDLY 
GUARDED 


T is reasonable to assume that in time 
the problems attending the develop- 

ment of trust service, including 
proper restraints upon the granting of trust 
powers and the right to use the title of 
“trust company,” will solve themselves. 
Moral suasion is often more effective than 
legislative dictation. As the American 
people become more ‘“‘trust minded’ and 
“will conscious,” they may also be relied 
upon to exercise due discrimination in 
choosing the character of institutions to 


which they entrust their estates or private 
financial affairs. Visible contrasts are too 
palpable between those banks and trust 
companies which provide genuine trust 
service and those which employ the title 
“trust company” to delude the public or 
merely for advertising purposes, to escape 
even the man with ordinary financial 
judgment. 


Legislation is desirable and necessary, 
however, to surround both the title of “trust 
company” and the right to assume trust 
functions, with adequate safeguards. The 
frequency with which the title “trust 
company” appears in connection with bank 
failures, especially among smaller institu- 
tions and in smaller communities, and where 
trust responsibility is not even remotely 
involved, emphasizes the need of getting rid 
of such parasitical misuse of an honored 
title. The first essential is to draw more 
rigidly the conditions which must be met by 
any national or state institution which seeks 
to enter the trust field. Neither trust powers 
nor privilege to use the words “trust 
company” should be allowed where a bank 
or trust company fails to come up to defined 
standards as to proper equipment, personnel 
or responsibility. 

The statutes must recognize the distinc- 
tion that fiduciary authority involves some- 
thing inherently different from the exercise 
of banking powers. A bank depositor can 
always withdraw his money if he is dissatis- 
fied with the management. A trust relation- 
ship is permanent, especially under testa- 
mentary nomination. Likewise the laws 
providing for examination of trust depart- 
ments must be more tightly drawn; protec- 
tion must be provided through adequate 
capital liability, deposit of securities with 
State treasuries for faithful performance 
and complete segregation. 


The amendment to the Federal Reserve 
Act recently signed by the President is proof 
that the Federal authorities have been too 
free in granting trust powers. The same is 
true of the state banking authorities in 
many commonwealths. This license is in 
part due to the jealousy and the rivalry 
between the federal and state banking 
authorities as to control of banking. The 
fact remains that if the Federal Reserve 
advocates of centralized banking supervision 
under national supervision wish to make 
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national bank charters more attractive and 
thus arrest the defection of banks to state 
charters, it should not be at the expense of 
the integrity of trust administration. Like- 
wise no good can possibly come of the 
evident desire of the Federal Reserve Board 
to set up regulations of its own and which 
in effect are antagonistic to the judicial 
principle expressed by the Supreme Court 
of the United States that the conduct of 
fiduciary business by national banks should 
not contravene the laws and regulations 
which govern trust companies and state 
banks in their respective jurisdictions. This 
violates the supreme constitutional rights 
of the states as to devolution and legal pro- 
tection of private property. 


a ge & 


WHY THE FUTURE OF THE 
TRUST MOVEMENT IS SECURE 


ROBLEMS of supervision and ad- 
ministration can neither dim the 


impressive record nor halt the prog- 
ress of the “trust company movement.” In 
the final analysis, the decision as to the 
future—as it has in the past—rests not with 
lawmaking, but with the trained trust men 


and with those finely-geared institutions 
which are constantly striving to improve 
quality of service and meeting the challenge 
for ever-widening scope of fiduciary useful- 
ness. That they will continue along the line 
of new and greater achievements is abun- 
dantly confirmed by the records of rapidly 


growing trust business. The American 
people have become too closely wedded to 
the enlightened idea of entrusting their 
financial affairs and property to responsible 
corporate fiduciaries rather than individuals, 
to ever have any doubts on such score. 

It is significant that during the past six 
months of so-called “business depression’”’ 
the operations of trust departments have 
been proceeding at accelerated pace. Where 
banking, investment and other departments 
are remiss in providing earnings to pay ex- 
penses and dividends, the profits from the 
trust department fill the gaps. Whereas the 
banking department reflects the lowered 
tide of general business, the trust depart- 
ment is apt to hum with more than accus- 
tomed activity. This all substantiates pre- 
vious experience, namely, that people of 
moderate as well as large means are more 
apt to seek the comforting shades of fidu- 
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ciary service and protection in bad times 
than during periods when the stock ticker 
chirps its merry but often insidious tune. 

As contrasted with current returns on 
corporate earnings, production and falling 
commodity prices, the record of new per- 
sonal trust business, including living and 
testamentary trusts, life insurance trusts, 
custodianships, etc., for the first half of 1930 
excels all previous records for the corre- 
sponding period of previous years. 

Problems of trust administration and 
examination which have been alluded to 
may be likened to growing pains. The 
national banks which eagerly applied for 
trust powers and now want to give them 
up or let them lie dormant, will find that 
there are ore enterprising and courageous 
men or institutions in their respective com- 
munities to raise aloft and keep unsullied 
the banner of trust service. The institutions 
which wrongfully use the title ‘trust com- 
pany” or have not the gumption or intelli- 
gence to assume the liabilities that go with 
trust work, will either have to mend their 
ways or submit to the forces that make for 
economic extinction. Likewise, there is 
satisfaction to be obtained from the co- 
operative movement among corporate fidu- 
ciary associations which are being estab- 
lished throughout the country and which 
may be relied upon to labor zealously for 
higher standards of trust administration 
and better trust laws. 


, 2°, o, 
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COMMUNITY PROPERTY TAX 
BEFORE SUPREME COURT 


HE Supreme Court of the United 
States has designated October 20 for 

hearing cases involving constructions 
of the community property laws of Texas 
and Louisiana. In each instance the de- 
cisions of the lower courts and the Circuit 
Court are against the Government. 

The cases involve the rights of husbands 
and wives in those states to each report 
one-half of the income from community 
property for federal taxes instead of the 
entire income being reported by the spouse 
having control of the property, which is the 
husband. Eight states have community 
property laws and by the separate renditions 
the United States is denied about $50,000,- 
000 a year in taxes, according to the Treas- 
ury Department. 
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SUPERVISION AND EXAMINA- 
TION OF TRUST DEPARTMENTS 


DEQUATE examination and super- 
vision of trust department operations 

by Federal and state banking author- 
ities, presents an aspect which has not re- 
ceived due attention. The trust depart- 
ments of the older and more experienced 
trust companies and banks are doubtless 
surrounded with approved safeguards, such 
as internal audit, competent trust officers, 
surveillance by directors and special com- 
mittees. The lavish granting of trust powers 
and rapid increase in number of banks and 
trust companies launching upon unfamiliar 
fields of liability, however, gives new 
significance to the matter of official examina- 
tion and supervision. 

An article by the Bank Commissioner of 
Massachusetts in this issue of Trust Com- 
PANIES embraces replies to a questionnaire 
which throws some interesting light upon 
.this phase of trust development. The replies 
from twenty-three states showed that in few 
states are official examiners specially trained 
to examine trust departments; that banking 
and trust departments are examined simul- 
taneously; there is wide divergence of policy 
as to extent of trust examination and verifi- 
cation and general absence of requirement 
as to uniform system of accounting. 

Replies to this questionnaire were con- 
fined to those states in which the largest 
cities are located. To pursue the inquiry to 
other states would disclose far more painful 
conclusions as to the weakness of laws, 
supervision and examination of trust de- 
partment business. In some states trust 
business runs around loose with hardly any 
semblance of statutory or official super- 
vision, and where the title “trust company”’ 
is paraded without regard to character of 
business conducted. Excluding the more 
populous and wealthier commonwealths, 
there are relatively few in which any at- 
tempt is made whatsoever by banking 
departments to supervise or examine trust 
departments. Even if laws existed in many 
of these jurisdictions requiring examination, 
it is exceedingly doubtful that examiners 
could be secured with necessary ability. 
The greatest drawback is that the state 
banking departments are not provided with 
sufficient funds or authority to pay salaries 
with which to obtain the services of high 
grade and experienced examiners. 


NEED FOR UNIFORM INCOME 
AND PRINCIPAL ACT 


MPHASIZING the need of a Uniform 
Principal and Income Act the courts 
continue to grind out almost as 
many varying interpretations as there are 
decisions relative to what constitutes prin- 
cipal or income as between life tenants and 
remaindermen under trust instruments. 
The tentative draft of the proposed Prin- 
cipal and Income Act, the text of which was 
published in the December, 1929 issue of 
Trust ComPANIES, has been further revised 
and deserves the backing of fiduciaries. 
The latest court decision on the subject 
is that handed down recently by the 
Supreme Judicial Court of Massachusetts 
in the case of Old Colony Trust Company vs. 
Forsyth Dental Infirmary. In substance the 
court held that income, collected by an 
executor before delivery of assets to the 
trustee becomes trust principal in the 
trustee’s hands. In this case the executor 
of the will of Thomas A. Forsyth paid over 
to the trustee named in the will, as the 
residue of the estate, the sum of $1,253,- 
095.04, which included $74,110.51 repre- 
senting the income earned by the residue 
between the date of the testator’s death and 
the date when the residue was turned over 
to the trustee. The question involved was 
whether this latter amount constituted 
income in the hands of the trustee under the 
testamentary trust to be used for the life- 
tenant, or whether it constituted principal 
to be held as part of the trust estate. 
The court held that the evident intent of 
the testator was that the property conveyed 
to the trustee was to become a part of the 
trust itself and that only the income re- 
ceived by the trustee on the fund turned 
Over to it was to be regarded as income of 
the trust. The income under consideration 
was not in any true sense income of the 
trust because it was earned while the 
property was held by the executor and 
before the residue became a part of the 
trust fund. Unless the will otherwise re- 
quired, the whole sum paid over to the 
trustee became principal. The purpose and 
intent of the testator will be accomplished 
if the trustee treats the whole residue re- 
ceived by it as a part of the principal of 
the trust to be invested to produce an 
income for the purpose of the trust. 
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CHEAP MONEY AND FEDERAL 
RESERVE PHILOSOPHY 


HE learned doctors of economy are 
a2 again in violent disagreement as to 

the wisdom and reasons for Federal 
Reserve policy which sanctions the lowest 
official rediscount rate since the establish- 
ment of the System, and deliberately adds 
to the stagnant supply of bank credit by 
purchasing government securities. The 
criticism is heard from one group of acade- 
micians that the cheap money policy is 
inspired by political illusionists at Washing- 
tong and by way of proof point to the fact 
that thus far the hypodermic has in nowise 
quickened the enfeebled business pulse and 
no mad scramble for commercial accomoda- 
tion has ensued. Another viewpoint is that 
the official cut in the New York rate to 
2% per cent is calculated to induce bank 
and institutional buying of bonds and thus 
start a slow circuitous fire toward business 
recovery through long-term borrowing. The 
latter aspect seems to be the logical one and 
is evidenced by reports of member banks 
showing investment holdings $234,000,000 
above the volume on the same date last 
year. 

The Federal Reserve Board again finds 
itself in the unfortunate position of having 
both its motives and judgment attacked 
from all angles. Before and since the stock 
market crash the Board was accused of 
having encouraged and supported specula- 
tive fanaticism by its open market and dis- 
count policies. Now the Board is being held 
accountable for putting obstacles in the 
path of business recovery by reducing off- 
cial rates to a point which tempts banks to 
fill their portfolios with long-term invest- 
ments as a more profitable procedure than 
that of loaning funds to business or holding 
themselves in readiness to supply funds 
and credit. 

Truly, itis an ungracious position in which 
the Federal Reserve Board manages to find 
itself in times of prosperity as well as depres- 
sion. It may escape critics that the mone- 
tary, the reserve and credit structure of this 
country is still by far the strongest and 
most resourceful in the world and that 
Federal Reserve policies have a curious way 
of justifying themselves in_ retrospect. 
There is evidently more sound wisdom and 
foresight among those responsible for Fed- 


eral Reserve policies than they are given 
credit for. Indeed, it may even be true that 
the faults and remedies for violent fluctua- 
tions in business are to be traced to factors 
and influences wholly outside of the realm 
of Federal Reserve policies or operations. 
It may also well be that mystical but un- 
compromising economic forces are at work 
in American business which have little rela- 
tionship with the fact whether credit is 
abundant or restricted. It is quite possible 
that business is fed up with capital and 
credit and what it wants more than any- 
thing else is domestic and foreign markets 
and consumers. 

The reasons behind the unprecedentedly 
low rate of 2% per cent established by the 
Federal Reserve Bank of New York is 
indicated by Deputy Governor W. Ran- 
dolph Burgess, who says: “The present 
business recession was due in no small 
measure to credit restriction and a scarcity 
of funds the world over for essential enter- 
prises, while the security markets were 
drawing funds to themselves from all over 
the world. The cure for credit stringency is 
credit ease. Only by opening our money 
markets to the borrowers of the world can 
our export trade be restored. At a time like 
this easy money involves less dangers than 
at any other time. Men have so vividly in 
their minds the disasters of recent months 
that caution and restraint are the dominat- 
ing characteristics of the period. Under such 
circumstances, the bank of issue in any 
country may safely and wisely make funds 
freely available at low rates.’ 


Og “eo Og 


UNWARRANTED PESSIMISM IN 
BUSINESS 


HERE appears to be a consensus of 
belief among business and financial 
leaders that pessimism is being over- 
done with about as much rhyme or reason 
as was the persistence of excessive optimism 
a year ago. One of the best “‘close- -ups’ ’ of 
the actual business situation today is that 
which was recently projected by Chairman 
J. R. Nutt and President W. M. Baldwin 
of the Union Trust Company of Cleveland, 
in a letter to stockholders. It reads as 
follows: 
“The fact that the current business reces- 
sion has held over so far into the summer, 
and that little improvement even now ap- 











6 TRUST COMPANIES 


pears in evidence, has given rise to a 
pessimistic point of view which in our 
opinion is unwarranted by the facts of the 
situation. It is true that the volume of busi- 
ness is small by comparison with last year; 
that the price situation is bad; that interest 
rates reflect not merely an ample supply of 
credit but a lack of demand for credit for 
business purposes all over the world; that 
carloadings, consumption of electrical en- 
ergy, stock prices, steel production and other 
business barometers show little encourage- 
ment; and that profits in many lines thus 
far this year have been seriously curtailed. 

“But in our opinion the very extent and 
severity of the depression is an indication 
that before long the upturn will be at hand. 
Further supporting this point of view may 
be mentioned: The increasing volume of 
chain store sales, reflecting both the growing 
need for replacement of merchandise in the 
homes, and improved buying power due to 
declining unemployment. The drop in com- 
modity prices to a point close to actual pro- 
duction costs, which, though necessitating 
an uncomfortable readjustment, must in- 
evitably tend to eliminate marginal pro- 
ducers and aid stabilization. The undertak- 
ing of a vast program of highway improve- 
ment projects and other construction ac- 
tivities, which, together with crop cultiva- 
tion, tourist trade, and other seasonal in- 
fluences, is helping to alleviate the unem- 
ployment situation. The passage of the 
tariff bill, which has given importers and 
exporters a tangible basis upon which they 
can plan their operations, and which 
through its flexibility clause paves the way 
for such rate readjustments as in the future 
may be found necessary. 

“Last June, with the volume of business 
headed for a decline, inflation psychology 
was in full swing both in business and in the 
stock market—a psychology which was 
utterly unwarranted. At the present time, 
therefore, we wish to suggest that although 
this June we find pessimism in the saddle 
both in the stock market and in business, 
it may well be possible that this pessimism 
is no better grounded in fact than was the 
optimism of a year ago—and that even now 
we may actually be passing through the 
opening phase of a period of increasing 
business prosperity.” 


oo 


TRUST COMPANY BUILDINGS 
DOMINATE WALL STREET 


fe HE growth and important position of 
iT trust companies in the financial sec- 

tion of New York is just now being 
proclaimed in a manner quite staggering to 
Wallstreet visitors. The narrow canyons of 
lower Manhattan resound with the ceaseless 
and deafening artillery fire of battalions of 
automatic riveting implements and traced 
to their source invariably lead to gigantic 
buildings for trust companies in course of 
construction, or the final stages of comple- 
tion. What with blazing rivets soaring 
through the air, with steel girders rising 
story upon story and thoroughfares con- 
gested with protective structures and work- 
men hauling huge blocks of stone, there is a 
suggestion of the battle front in France on 
some of the liveliest days of the late war. 

At the gateway of Wall street, dwarfing 
but not obscuring the graceful outlines of 
old Trinity, there is the new fifty-story 
Irving Trust Company Building, the steel 
construction of which was recently com- 
pleted with the placing of the guild garland 
on the apex. Proceeding a block down Wall 
street, past the pyramid of the Bankers 
Trust Company Building which still holds 
its own on the skyline, and after a glance at 
the comparatively new and stately Equita- 
ble Trust Company Building, opposite the 
ornamental facade of the New York Stock 
Exchange, the visitor comes upon the mas- 
sive new Bank of Manhattan Trust Com- 
pany Building, rising above all other peaks. 

Walking on down Wall street and passing 
the dignified old home of the United States 
Trust Company, the attractive buildings of 
the Bank of America and of the Bank of 
New York and Trust Company with their 
quaint Colonial designs, the air is again 
filled with raucous bombardment coming up 
through William street. There the eye is 
greeted with another towering construction 
of steel work rising to a bewildering height 
of 71 stories which is to provide a modern 
home for the oldest trust company in the 
country, namely the City Bank Farmers 
Trust Company. 

The one big impression conveyed by these 
colossal structural operations is that trust 
companies are building for permanence and 
future as well as present generations. 


a aoe a 
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ELIMINATING HAZARDS AND 
CONFUSION IN USE OF 
“INTERIM” RECEIPTS 


ASED upon tentative but pointed 
recommendations from its legislation 
committee, the Investment Bankers 

Association of America is preparing to take 
a long-delayed but affirmative stand on the 
matter of eliminating hazardous and varying 
practices in the designation and use of tem- 
porary instruments such as “‘interim’”’ re- 
ceipts and certificates. For many years 
bankers and investment houses have wres- 
tled with “interim” problems, and while the 
proposed recommendations are constructive 
in nature, it is to be regretted that the com- 
mittee does not go to the heart of the whole 
problem Ly insisting more strongly upon 
trust relationships which are involved. The 
dangers and annoyances complained of 
would readily disappear if all “‘interim’ 
paper and especially ‘‘dealers’ receipts’’ 
were to be put in the form of trust receipts 
and placing back of them the obligations of 
an independent corporate trustee. 

At some stage of preparation, sale and 
distribution of the enormous volume of pub- 
lic and private securities, practically every 
issue of consequence is of necessity outstand- 
ing in the form of temporary instruments. 
The problem is one that involves not only 
lack of uniformity in the issue of “‘interim”’ 
receipt or acknowledgment of billions of 
dollars of securities, but likewise that of 
safeguarding the investor, who most often 
does not know what he is receiving for his 
cash payment on new securities, fails to 
understand the credit relationship and per- 
haps labors under the false impression that 
he is receiving a marketable security and 
claim on the issuer of the definitives. 

The Investment Bankers Association has 
had committees at work on this problem for 
more than nine vears and the recent report 
of its committee is evidence of a determina- 
tion that the time has come when the 
Association must take action. There would 
probably be no serious question raised if 
the practice of issuing ‘‘interims” related 
solely to that employed by the trust com- 
panies and the larger issuing houses. The 
trouble arises mainly from the practice of 
small dealers of issuing their own “‘interims” 
pending the delivery of bonds, and which in 
some cases has resulted in a method of 


obtaining capital for the firm’s operations 
Because of such operations and danger of 
default, there has been growing criticism 
from many sources, with the prospect of 
legislative action if the situation is not 
corrected voluntarily. 

The legislation committee, in its report, 
gives an analysis of 278 different forms used 
under designation of receipt, due bill, certif- 
icate, interim receipts, prepayment receipt 
and trust receipt. Investigation disclosed 
that approximately only 51% per cent of the 
documents are by their terms supported by 
some form of temporary obligation of the 
issues; another 5% per cent is supported by 
assets placed with a trustee, and the remain- 
ing 89 per cent consisting of mere prepay- 
ment receipts, appearing to be evidences 
only of credit obligations. The committee 
found a lack of clear understanding as to 
the use of these temporary documents on 
the part of bankers as well as investors; 
wide differences in language, terms and 
conditions as to security provisions and 
treatment of transferability, interest, etc. 

oo 
INSISTING UPON TRUST RELA- 
TIONSHIPS IN “INTERIMS” 


ROBLEMS as to the use and designa- 
tion of ‘‘interims’’ are much the same 


in color as those arising from the 
practice of private banking and investment 
underwriting firms in insisting upon cor- 
porate indentures which provide that funds 
for interest payment and sinking funds for 
retirement of principal, shall be made pay- 
able at their offices instead of through the 
agency of a corporate trustee, where such 
functions properly belong. True regard for 
the safety of the public as investors should 
prompt the Investment Bankers Association 
to go further than the recommendations 
made by its committee. 


The committee properly places the em- 
phasis upon the adoption of a standard 
nomenclature in designating various types 
of “‘interims” and insisting that such ter- 
minology should also define the dividing 
line between ethical and unethical prac- 
tices. The committee proposes that the 
term “temporary securities” be limited to 
actual securities of the issuer itself to be 
outstanding pending preparation of defin- 
itive securities. The term “‘trust receipts,” 
the report continues, should be “‘limited to 
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certificates of independent corporate trus- 
tees holding temporary certificates, cash 
proceeds or other securities for the benefit 
of the holders of receipts, such receipts to be 
executed by the trustee as its obligation.” 
The committee recommends that “interim 
receipts” should be confined to the adver- 
tised interim of the original underwriting 
bankers or syndicate which has contracted 
with the issuer of the securities called for by 
such interim certificate for a definite amount 
of such securities and for the payment 
therefor to the issuer, to be the only 
“official” interim of the issue. The term 
“dealers’ receipts” is suggested to include 
all receipts and all evidences of prepayment 
for cash in advance of delivery of temporary 
securities, trust receipts, interim receipts or 
definitive securities. 

The report further recommends that, in 
cases where the dealer holds nothing but 
cash pending acquisition of the temporary 
or definitive security to be purchased, steps 
should be taken toward obtaining such 
security as speedily as possible and exchang- 
ing it in retirement of the outstanding 
receipts. Where dealers’ receipts are left 
outstanding, for justifiable reasons, until 
the definitives are ready, the committee 
stresses, “That the official temporary in- 
struments be held segregated from such 
dealers’ other assets and ear-marked for the 
benefit of holders of his outstanding receipts 
for that particular issue.” 

The committee also suggests certain prin- 
ciples and essentials which each type of 
instrument should embody. In the case of 
dealers’ receipts, it points out as essential, 
that the text should clearly indicate that 
the paper constitutes the dealers’ acknowl- 
edgment of money received, and that in no 
event should this paper be dressed up in 
appearance so as to resemble a security. 

ooo 


RECIPROCITY MUST BE 
RECIPROCAL 


| HE Supreme Court of Pennsylvania 
(T| has hesitated to declare full reci- 
procity in exemption of death duties 
with the State of New York covering that 
period when the acting attorney-general of 
New York had advised that reciprocity 
legislation was unconstitutional. 
It will be recalled that in 1925 New York 
and Pennsylvania each provided by appro- 


priate legislation that personal property of 
a non-resident was not to be taxed if a like 
exemption is made by the law of the other 
state. By a misinterpretation on the part 
of the Law Department of the State of 
New York, the taxing authorities of that 
jurisdiction were advised that the reci- 
procity legislation was unconstitutional and, 
hence, they should thereafter collect 
taxes on non-resident estates exactly as 
they had done prior to passage of statute. 

In 1928, New York repealed so much of 
the 1925 Act as was supposed to be uncon- 
stitutional and authorized a readjustment 
and refund of the inheritance taxes col- 
lected from the estates of decedents who 
were residents of Pennsylvania and had 
died after July 1st, 1925, provided Pennsyl- 
vania acted likewise in respect to the taxes 
charged and collected by it. A later deci- 
sion of the Court of Appeals of New York 
decided that the case upon which the 
Attorney-General had declared the 1925 
Act as unconstitutional was not intended 
to, and did not, effect a reciprocal provi- 
sion of the 1925 Act, and that the Act of 
1928, in so far as it attempted to revoke the 
exemption provided by the Act of 1925 was, 
with respect to the past transactions, a 
denial of due process of law. 

The Pennsylvania Supreme Court held 
that there has been no actual reciprocity 
between Pennsylvania and New York since 
the Attorney-General’s opinion had been 
rendered, although as a matter of law the 
reciprocity process of each State has been 
and actually is in effect. It held that Penn- 
sylvania should not be required to give up 
its claim against the estate of a New York 
resident who died in this period since an 
actual reciprocity is that for which the 
statutes of both States attempted to pro- 
vide. Accordingly, the estates of New York 
residents who died between 1925 and 1928, 
owning property in Pennsylvania, must con- 
tinue to pay taxes to that State until reci- 
procity has been provided through appro- 
priate legislation providing that all money 
actually paid to the States by the estates 
decedents who were residents of the other, 
for the taxes exempted by these reciprocity 
statutes, will be returned to those estates 
whether or not they complied with the then 
existing laws relating to the recovery back 
of such payments. 
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AIR MINDED TRUST SERVICE 
BI \NKS have not been slow to recognize 


and avail themselves of the advan- 

tages and economies of air mail. This 
is evidenced by the fact that banks are 
today the heaviest users of air mail and 
thereby save hundreds of thousands of dol- 
lars in interest and by reducing the ‘‘float’’ 
on checks and transit items. While trust 
department business does not lend itself so 
readily to air-mail dispatch, the time ele- 
ment enters very often into operations of 
both the corporate and personal trust 
divisions. This applies frequently to the 
recording of corporate deeds of trust in 
different jurisdictions, in the speedy trans- 
er, registration and handling of securities, 
the execution of trust requirements and 
documents arising from the settling of 
estates. 

The fact that interstate banking opera- 
tions are so expeditiously and safely con- 
ducted is also encouraging trust companies 
and banks to extend the use of the air mail 
to trust department service. There is the 
example of a trust company which employed 
a battery of airplanes in order to simulta- 


neously record the deed of trust covering a 
large bond issue, and which required regis- 


tration in forty-four counties. Another 
experience involving the use of airplanes and 
air mail to expedite insurance trust activities 
was the case of a man in California who was 
given only a very short time to live due to 
serious illness. He desired to arrange his 
affairs in proper form and by use of air mail 
the details of his program, instructions to 
counsel for drafting the agreement, submis- 
sion of the agreement, its execution, its 


delivery to the trust company and the 
various correspondence in placing his insur- 
ance under control of the agreement were 
all accomplished in a very short time. 
SISSON IS POPULAR CHOICE 
FOR A. B. A. HONORS 


T the forthcoming annual convention 
A of the American Bankers Association 

in Cleveland it will be the privilege 
of the Trust Company Division, under the 
accepted plan of rotation, to put forward 
the candidate for second vice-president of 
the Association. The popular choice of the 
trust company fraternity is Francis H. 
Sisson, vice-president of the Guaranty 
Trust Company of New York. His name 
was proferred by resolution at the last 
annual meeting of the Trust Company 
Division. At the recent annual convention 
of the New York State Bankers Association, 
formal endorsement of Mr. Sisson was also 
forthcoming as the popular son of New 
York bankers for A. B. A. honors. Similar 
preference has been voiced at various other 
state bankers’ conventions and by trust 
company organizations. 

There is no member of the American 
trust company fraternity who is more de- 
serving of election to the highest offices in 
the American Bankers Association, than is 
Mr. Sisson. This is true because of his 
unflagging zeal in behalf of banking as well 
as trust company advancement. He has 
been foremost as a convention speaker who 
always draws capacity audiences. His per- 
sonality is one which commands affection 
and high regard. That he will fill the offices 
of the American Bankers Association with 
distinction is assured. 


BATTERY OF AIRPLANES WHICH SPEEDED THE SIMULTANEOUS RECORDING OF DEED OF TRUST 
IN FORTY-FOUR COUNTIES OF CALIFORNIA COVERING RECENT $25,000,000 Bonp ISSUE OF THE 
RICHFIELD Or, COMPANY OF CALIFORNIA 























































































































































































































ECHO OF WORCESTER CASE 


EST VIRGINIA has fallen in line 
with Massachusetts in holding that 
a consolidated bank does not suc- 
ceed as a matter of right to the fiduciary 
appointments of an institution which has 
been merged with it. On June 12, 1930, the 
Supreme Court of West Virginia, in the case 
of Hofheimer vs. Seaboard Citizens National 
Bank of Norfolk, so held. In this case the 
testator nominated as his executors a 
newphew and the Citizens National Bank. 
The Citizens National Bank of Norfolk 
was consolidated with, or merged into, the 
Seaboard National Bank of Norfolk. The 
consolidated institution was not named as 
one of the executors in the will, and such 
authority as it had came about by reason 
of the merger with the Citizens Bank. 
At the date of the consolidation the testa- 
tor was still alive. In holding that the 
nephew was entitled to qualify as the sole 
surviving executor, the Supreme Court 
held that the naming of a bank as executor 
in a will is not a thing which passes as 
property or an asset when that bank was 
consolidated. The designation in a will of 
one as executor does not confer a property 
right upon the person so designated. 

The Court pointed out that possibly the 
testator selected the Citizens Bank because 
he knew its president or trust officer, and 
by reason of the special confidence wished 
to confer upon that institution the post- 
mortem management of his affairs. Cer- 
tainly there was some reason for his selec- 
tion of this institution as his executor, which 
reason was satisfactory and sufficient to 
him. So far as the record of the case was 
concerned he had never heard of the con- 
solidated institution, did not select it and 
knew nothing of its trust officials. 
TRANSFER OF SECURITIES TO 

JOINT ACCOUNT 


N the matter of Blodgett vs. The Union 
and New Haven Trust Company, the 

Supreme Court of Connecticut de- 
cided recently that where securities in the 
name of an individual were transferred to 
joint names, the new ownership under these 
facts was not a tenancy in common, but a 
transfer to take effect in possession and 
enjoyment after death. In this case the 
defendant was the administrator of the 
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estate of Marguerite Trowbridge, deceased, 
who purchased during her lifetime certain 
bonds from a London, England, firm, which 
firm continued to hold the bonds until her 
death. Before her death, the decedent wrote 
to the London firm requesting that the 
bonds stand in her husband’s name as well 
as her own so that in the event of her dying 
suddenly, the bonds might pass to her hus- 
band immediately without legal formalities. 

The sole question was whether the bonds 
were subject to the Succession tax under 
the provision that any property held in the 
joint names of two or more persons and 
payable to either or to the survivor shall 
upon the death of any such person, be sub- 
ject to tax in the same manner as though all 
of such property had been owned by such 
parties as tenants in common. 

The court held that this statute was not 
intended to apply to property given as was 
that involved in this case, where the right of 
survivorship is a separable estate, but rather 
to property where that right is attached by 
operation of law as an incident to the estate 
immediately given; that the situation falls 
within the provision that property of the 
nature of the bonds in question, of any de- 
cedent which shall pass by deed, grant or 
gift intended to take effect in possession 
and enjoyment at the death of such grantor 
shall be liable to a tax and as in this case the 
right which is taxed is not created by death 
but only ripens into possession or enjoyment 
upon the occurrence of that event. 


eo ¢ 
INTERNATIONAL HORIZON 


ESPITE obstacles encountered in the 
1) ratification of the London Naval 
Pact, the forces making for concilia- 

tion and world-peace are steadily moving on. 
It must be regarded as fortunate for the 
political as well as the economic future of 
the Old World that the Briand proposal for 
a union of European nations as an obvious 
effort to maintain the mandates created by 
the Versailles Treaty, has apparently fallen 
flat. Meanwhile, in India, the fanatical in- 
surrection is being isolated. Dissolution of 
the Reichstag in Berlin may be interpreted 
as an incident in the firm establishment of 
the German Republic. Conditions in 
Russia are reaching a stage of tyranny and 
moral turpitude which encourages belief in 
the inevitable collapse of the present regime. 

















DANGERS FROM ARBITRARY AND UNECONOMIC 


RESTRAINTS ON 


BANKING DEVELOPMENT 


UNIT SYSTEM FORCES MONEY INTO SPECULATION AND LARGE 
CENTERS 


HON. EDMUND PLATT 
Vice-Governor of the Federal Reserve System, Washington, D. C. 


(Epiror’s Note: 


Vice-Governor Platt has been most vigorous in advocacy of branch 
banking as the most effective remedy for bank failures. 


He brings to bear upon this 


subject a mind free from slavish devotion to traditional policies and strives for solution 


of American banking problems along economic lines. 


He presents an interesting review 


of information obtained at the hearings conducted during the past few months at Wash- 
ington by the Banking and Currency Committee of the House and concludes his argu- 
ment in favor of amendments which will permit banks to establish branches within so- 
and subject to discretionary supervision by the Comptroller of the 


called ‘“‘trade areas” 
Currency. ) 


E AMERICANS are generally rather 

prone to what might be called doc- 

trinaire positions, that is, we fre- 
quently take the position that one method 
of doing something is the logical and only 
method and that all other methods are wrong 
even though we find that other methods are 
in use in other countries with evident suc- 
Ours is a big country and we are rather 
bumptious about its great progress and gen- 
eral We do not easily see, or if 
we do see, we are often rather unwilling to 
admit its shortcomings or to provide rem- 
edies. Then when something gets so bad as 
to force itself on our attention and becomes 
a subject of rather general agitation we too 
frequently think that the only remedy con- 
sists in passing more laws. 


cess. 


success, 


Our banking system which grew up origi- 
nally under state charters has been generally 
described as an independent unit banking 
system, with every community large enough 
to require banking accommodation served by 
its own local banking corporation. So strongly 
wedded have most of our 
this system that not a few of them have 
denounced branch banking as monopolistic 
and un-American, and some of them appear 
to believe that the only reason why Canada 
is not larger than the United States today 
is because Canada has branch banking. 


bankers been to 


Branch and Unit Banking Contrasted 
Now, persons who have given a good deal 
of time to the study of banking in other 
countries as well as our own are of the 
opinion that branch banking has’ served 


Canada very well, 
development of its great West instead of 
retarding it. We find, in fact, that interest 
rates in the prairie provinces of Canada are 
generally somewhat lower than interest rates 
in our adjoining states, and we find, fur- 
thermore, that a tremendous amount of 
money been lost through bank failures 
in such states as North and South Dakota, 
Montana and Idaho, while just across the 
border in Canada there have been no fail- 
ures during recent years. If the agricul- 
tural and economic depression of 1920-21 was 
the cause of a great number of bank failures 
in the great agricultural sections of the 
United States why did it not cause an equal 
number of failures across the line where 
conditions were practically the same? 

It seems obvious that our banking system 
itself must have been at least somewhat at 
fault—that it was not strong enough to 
stand up under adverse conditions. Look- 
ing back into our banking history we find 
that after every period of business depres- 
sion many small banks have failed, while as 
a rule the larger banks in the larger cities 
have stood the test. Comptroller of the Cur- 
rency Mr. Pole, in his annual report and in 
his recent addresses shows that some two- 
thirds of the bank failures in this country 
are of banks of small capitalization, $25,000 
or less, and that about an equal percentage 
of the bank failures occur in small towns, 
towns of 2,500 and less. 


and has promoted the 


has 


Analysis of Bank Failures 


No less than 5,642 banks were closed in 
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the years 1921 to 1929, inclusive, most of 
them in agricultural communities where the 
people could least afford to lose. “During 
the last ten years,” said the comptroller, 
“and continuing at the present, bank failures 
have been a blight on the Mississippi Valley, 
the South, the Southwest and the Northwest. 
There are agricultural counties in which 
every bank has failed.” There were 349 
failures during the first four months of this 
year ending April 30th, of which 92 occurred 
in the month of April. The latest figures 
show about the same proportion of failures 
of banks with small capitalization and in 
small towns. This whole exhibit of failures 
is a disgrace to the country and certainly 
should not be permitted to continue if a rem- 
edy can be found, whether the remedy is 
popular or unpopular in the banking frater- 
nity. It is something that business men 
should take more interest in than they have 
generally shown in the past. 

The problem is not acute in the north- 
eastern states, New England, New York and 
Pennsylvania have had very few bank fai'- 
ures, but they are not so entirely exempt as 
to make the subject wholly without interest. 
Two failures have occurred in the Boston 
Federal Reserve District since the first of 
January, one in the New York District, two 
in the Philadelphia District, seven in the 
Cleveland District. It is interesting to note 
that all the other districts run into two 
figures, excepting one, Francisco, the 
largest of those with two figures being the 
Chicago District with ninety-three 
and the smallest the Dallas District with 
fourteen. Coming down to the Fran- 
cisco District we find only three. The Pacific 
Coast, therefore, appears to rank with rela- 
tion to bank failures at least somewhat with 
the Eastern states, but there we find through- 


San 


failures 


San 


out the great state of California branch 
banking very highly developed, which at 


least raises the presumption, the district be- 
ing largely agricultural, that branch banking 
may have something to do with the contrast 
between that district and the agricultural 
districts of the South and Middle West. 


Branch Banking as Remedy 

I have been credited with having been 
something of a pioneer in advocating branch 
banking as a remedy for bank failures, but 
branch banking has been 
remedy and has been 
times in the past. 
18938 we find that 
currency in succession, 


recognized as a 
recommended many 
After the great panic of 
two comptrollers of th 
Mr. Eckles and 
Charles G. Dawes, recommended branch bank- 
ing, particularly in the smaller communities. 
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Mr. Dawes recommended that 
allowed in towns of 2,000 or less, but he 
coupled this recommendation with a rather 
violent argument against a general or natior- 
wide branch banking development and did 
not follow it up. 


branches be 


In May, 1902, James B. Forgan, chairman 
of the First National Bank of Chicago, one 


of the leading bankers for many years in 
the United States, delivered an address on 


branch banking before the Bankers Club at 
Milwaukee, which attracted considerable at- 
tention. Mr. Forgan declared that the de- 
velopment of banking in the United States 
had been diverted from its natural course by 
erroneous politics and policy and added: 
“Had banking, as in the case of other lines 
of business, allowed to work out its 
untrammeled by politics and 
free from subordination to government neces- 
sities a system would ere this have been 
established which would have made itself 
felt as a potent factor in the financial affairs 
of nations. 


been 


own destiny 


We would also now have a sys- 
tem that would stand together for the public 
benesit in times of financial distress. As it is 
today we have no banks that will compare 
in financial strength and power with 
of other countries. 


those 
While actively competing 
with other nations in the fields of commerce 
and industry, it must be admitted that in the 
world’s finance we away behind in the 
race; nor does our system even satisfactorily 
provide for our own domestic requirements. 
The need of coalition among our unit banks 
is urgent.” 


are 


Coalition Needed Among Smaller Units 

The of the Federal Reserve Act 
and the development of the Federal Reserve 
System have changed some of the worst con- 
ditions that Mr. Forgan complained of, and 
we have had coalitions in the large cities 
which have given us banks which do compare 
in financial strength and power with those 
of other countries. It is claimed that we 
have one or two banks in New York since 
the latest mergers larger than any bank in 
any other country—but there is still urgent 
need of coalition among our small unit banks 
in the agricultural sections of the country 
Mergers have gone a long way, possibly too 
far, in the big cities but they have been 
practically forbidden to country banks. If 
you attempt to merge two banks in towns 
located ten or twenty miles apart in the same 


passage 


county but not within the same municipal 
limits you cannot under federal law keep 
both offices open. The McFadden Act of 


February, 1927, permits mergers and branches 
in cities where state banks can have branches 
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but prohibits mergers and branches in coun- 
try districts if the banks belong to the Fed- 
eral Reserve System even though state laws 
permit and encourage branches. 

This prohibition has had a rather serious 
effect in one of our southern Federal Reserve 
districts, the Richmond District, where con- 
siderable numbers of country banks, some of 


them rather sizeable, have withdrawn from 
the Federal Reserve System in order to 
enter branch banking organizations under 


state laws. This development has been mostly 
in North and South Carolina, and Governor 
Seay of the Federal Reserve Bank of Rich- 
mond has stated in a recent letter that “The 
aggregate deposits of banks which have re- 
linquished membership because of the pres- 


ent status of the law relating to branch 
banking was about $75,000,000’—during 


1929 and to date of letter in 1930. Further 
commenting upon these conditions in a letter 
dated May 20th, Governor Seay says, ‘The 
extent to which branch banking shall be 
permitted, that is, whether it shall be coun- 
trywide or shall have commercial or Federal 
Reserve zones may be debatable; but I do 
not think it is any longer debatable as to 
whether member banks in the Federal 
serve System shall be able te establish 
branches throughout states which permit 
their own state banking institutions to es- 
tablish branches.” 


Re- 


Problems of the Country Banker 
This statement it seems to me should have 
general endorsement. 
I can see why 


There is no reason thai 
national banks and member 
state banks should not be allowed the same 
privileges with relation to branch banking 
that are allowed to state banks in the states 
where branch banking is permitted. A few 
banks have been lost to the Federal Reserve 
System in other Reserve Districts through 
the branch banking restrictions of the Me- 
Fadden Act, one of them here in the state 
of Maine. It is obvious, of course, that the 
recent rapid development of branch banking 
in the Carolinas has been chiefly due to eco- 
nomic reasons. Many small banks have failed 
Within the last five vears and the people have 
turned to branch banking as a remedy. Why 
try to restrain such a natural and necessary 
movement by law? 

The general conception of branch banking 
on the part of many of the bankers who have 
participated in the debate on the subject is 
that of a “reaching out” of banks in the 
large cities into the country. That concep- 


tion was recently expressed by C. T. Zim- 
merman, president of the First National 


Bank of Huntingdon, Pa. in an article, in 


which he said, “Merging of city banks in 
order to handle larger financing is doubt- 
less justifiable in this trend, but to enable 
them to reach out for control of country 
banks is not justifiable. It didn’t seem to 
occur to Mr. Zimmerman that country banks 
could merge if allowed to have branches, 
without reference to, or connection with any 
large city. 

The comptroller’s proposed amendment to 
the banking laws might well prohibit banks 
in central reserve cities, that is New York 
and Chicago, from establishing branches out- 
side city limits, unless in immediately ad- 
joining suburban territory—for two reasons. 
In the first place, they never would put 
branches in small towns where bank failures 
mostly occur. Their idea of branch banking 
is to have branches only in the larger cities, 
which would not accomplish anything so far 
as the prevention of failures is concerned. 
Furthermore, they have no need of branches 
as they already do a very large part of the 
best business all over the country without 
the expense of maintaining branches. In al- 
most every small city and in many of the 
rather large cities there are large industries 
and people of wealth who find the local 
banking facilities too small for their pur- 
pose and, therefore, carry accounts in New 
York or Chicago. This brings up the comp- 
troller’s point that to permit branch bank- 
ing in “trade areas” would decentralize 
credit, that is, would create banking institu- 
tions in what New York sometimes calls the 
hinterland large enough to handle much of 
the business now forced into New York be- 
cause our unit banks in a very great num- 
ber of places are too small to handle it. 


Unit System Forces Money into Speculation 
It does not seem to be clearly understood 
that the unit banking system, carried to 
such an extreme as we have.carried it in 
this country, banking business into 
the big cities and particularly into New 
York that could and should be done else- 
where, and also fosters speculation by fore- 
ing money into Wall Street to be loaned to 
brokers that might frequently be loaned, if 
not at home, at least to industries in the 
same state or in the same general neighbor- 
hood. Some economists have recognized this 
fact, but I think it was never forcefully pre- 
sented until Comptroller Pole’s recent ad- 
dress. It’s truth can be amply proven. 


forces 


Early in 1926 there was formed in South 
Carolina a combination of three banks under 
the auspices of the Bank of Charleston, 
which after the necessary consolidations be- 
came the South Carolina National Bank. In- 
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terests connected with the Bank of Charle- 
ston, of which R. S. Small was the presi- 
dent, acquired control of the Norwood Na- 
tional Bank of Greenville in the Piedmont 
section and the Carolina National Bank in 
Columbia, in the center of the state. These 
three banks became state banks for a brief 
period and were consolidated under state 
laws, the Greenville bank and the Columbia 
bank becoming branches of the Bank of 
Charleston. They were then converted into 
a national bank with branches under the 
provisions of the Act of 1865 (a wise pro- 
vision of law unhappily repealed by the Mc- 
Fadden Act in 1927). 

In a circular letter issued to the share- 
holders of the Bank of Charleston, N. B. A., 
in January, 1926, Mr. Small stated that it 
was planned to consolidate these three banks 
into one corporation, in order, first, to be 
able to compete with the larger institutions 
in the North and East for the best class of 
business in the state and, secondly, he said, 


“It is a fundamental principle of banking 
that loans should be diversified, but there 
has not been in the smaller communities 
throughout the country a proper recognition 
of what diversification is. In a community 
like this practically all of our enterprises 
are dependent upon the results of agricul- 
ture, so that the failure of our crops is re- 
flected in losses among our business institu- 
tions, and no matter how we may divide our 
loans among the various kinds of business, 
the fact that all the businesses are more or 
less dependent upon agriculture, in the last 
analysis, means that all our 
pendent upon agriculture, so that no real 
diversification is obtained. The demand for 
money in one locality, such as this, is sea- 
sonal, which means that we have a big de- 
mand at one season and a small demand at 
another, resulting in our having to borrow 
at one season and to lend on call in New 
York at another, both of which processes are 
expensive. Through operating in Greenville 
we diversify our loans by having a number 
of them dependent upon an entirely different 
set of conditions, which insures a diversity, 
not otherwise obtainable, and in addition, the 
seasonal demand in Greenville for funds is 
eractly the opposite from Charleston, with 
a result that it will avoid, to a large ex- 
tent, the necessity of borrowing at one season 
and lending on call in New York at another, 
thus giving us greater diversity and a more 
uniform demand.” 


loans are de- 


Here is a distinct recognition of the fact 
that money was loaned on ¢all in New York 
either from Greenville or from Charleston 


which could have been loaned in the state 
if the institutions in both sections of the 
state could work together. Greenville, as 
you know, is a manufacturing town and the 
peak of demands in that section would nat- 
urally come at a different time from the 
peak of demands at Charleston on the sea- 
coast. I understand that the expectations 
outlined in this circular letter in 1926 have 
since been realized and that the institution 
is successful. That similar conditions obtain 
in many other states and sections is proven 
by the testimony of the group bankers re- 
cently summoned to the hearing before the 
Banking and Currency Committee of the 
House of Representatives. Every one of 
them stated that they were able through 
their larger organizations to keep business 
at home that had before been forced to 
New York or Chicago. As Mr. Decker 
phrased it “We are tired of having the cow 
fed in Minnesota and milked in New York.” 


What the Hearings at Washington Have 
Disclosed 

Much interesting information was brought 
out in these hearings before the Banking and 
Currency Committee of the House of Repre- 
sentatives on the general subject of branch, 
group and chain banking. The hearings were 
the result of the recommendations made by 
the Comptroller of the Currency in his an- 
nual report, and his interesting and very 
able statement heard first. When he 
had presented all his facts and recommen- 
dations it seemed to me that there was evi- 
dence of considerable change of opinion on 
the part of several of the members of the 
committee, and as the hearings progressed it 
became evident that there was a rather gen- 
eral feeling that some extension 
banking would be advisable. 

Almost all the including some 
of those who came to oppose branch banking, 
admitted under questioning that there were 
some places where branches would serve bet- 
ter than small separate corporations. <A. J. 
Viegel, Banking Superintendent of the State 
of Minnesota, in a recent statement, men- 
tioned 154 places in that state which pre- 
viously had supported banks where there are 
now no banking accommodations whatever, 
principally because of failures. About one- 
half of them he said should have some kind 
of banking service, but he said he could see 
no way of safely serving them except through 
branches. 


was 


of branch 


witnesses, 


There was much interesting testimony from 
the representatives of the new group’ bank- 


and St. 
Mr. Decker 


ing organizations in Minneapolis 
Paul, in Detroit and in Buffalo. 
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and Mr. Wakefield who head the two leading 
group banking organizations in Minneapolis 
and St. Paul, controlling banks in a terri- 
tory where failures have been numerous and 
disastrous, presented rather convincing ar- 
guments that their group systems have served 
a very useful purpose. Both of them denied 
that they would convert their group banks 
into branch banks if authority were given 
them to do so, but they both admitted that 
their groups included only rather sizeable 
banks located in rather sizeable towns, and 
that it would be an advantage if their 
banks could have branches in the smaller 
places not now touched by them. 

Mr. Lord of the Guardian-Detroit 
made similar statements, but was 
more willing to admit that branch banking 
would be more economical and might give 
better service. With few exceptions the 
banks in his group are located in cities not 
smaller than 10,000. Several of the group 
bankers admitted that if branch banking su- 
perseded group banking it would probably 
result in lower interest rates in the smaller 
group towns. All of them, however, de- 
clared that the banks in their combinations 
were independent units, each managed by its 
own local board of directors and each re- 
taining its local pride, even though the stock 
of the local banks is all owned by holding 
companies. All thought the group system 
had some marked advantages, by compari- 
son with branch banking. 

In the case of all of these new group 
banking systems the stock of the local banks 
has been exchanged for stock in the holding 
companies, so that the old stockholders mav 
be said to retain an interest in their own 
banks and to have acquired an interest in 
all the other banks of the group. Mr. Wake- 
field of the First Bank Stock Corporation 
said that his group had started to buy con- 
trol of banks for cash, but had found that 
did not work well. People were unwilling 
to sell for cash but were willing to exchange 
their stock for stock in the larger corpora 
tion. In the Guardian-Detroit the 
holding company stock carries lia- 
bility, just as bank stock does. 


group 
rather 


group, 
double 


Characteristics of Group Banking 
This system of group banking is new and 


is certainly different from what has been 
known for many years as “chain banking” 
Where one man or a group of men have 
purchased for cash the control of a number 
of banks. As conducted in the Minneapolis- 
St. Paul district, in the Detroit district and 
by the Marine-Midland group of Buffalo, the 
groups bear a very strong resemblance to 


branch banking. The men representing them 
all declared that no single bank in the sys- 
tem could or would be allowed to fail. They 
declared also that if any individual or in- 
dustry in any community had need for loans 
larger than the loaning limit of the local 
group bank of the community such loans 
would be taken care of within the group. I 
agree with Comptroller Pole that this de- 
velopment of group banking should not be 
checked by law unless something better can 
be substituted for it. We pass too many 
restrictive laws. What we want now is some- 
thing constructive. 

This kind of group banking not only re- 
sembles branch banking, but probably would 
have been called branch banking in the 
days of the old state banks before the Civil 
War. One of the model branch banking 
organizations of that period was the Bank 
of Indiana, of which Hugh McCulloch who 
became the first Comptroller of the Cur- 
rency was the president. If you look into~ 
the history and structure of the old Bank of 
Indiana you will find that its branches were 
pretty nearly independent. As originally or- 
ganized, the Bank of Indiana was not much 
more than a board of directors, appointed 
by the legislature, with certain supervisory 
and directory powers, while the branches 
were independently organized banks with 
separate stock. 

The Bank of Ohio was also a group of 
pretty nearly independent banks bound to- 
gether under a modification of the New York 
safety fund principle. In those days, of 
course, the emphasis was on giving security 
to note but the principles are the 
same when applied to security for deposits. 
Deposit banking was something which grew 
up in the cities and was not much under- 
stood for a long time outside of the cities. 
The notion that depositors did not need any 
special protection persisted for many years 
after the National Banking Act was passed, 
and Thomas P. Kane in his book “The Ro- 
mance and Tragedy of Banking,” published 
in 1922, declared that with all the numerous 
amendments of the National Banking Act 
passed since 1864 not one “can be said to 
have had for its object the increase of the 
security of depositors in national banks” 
until the Federal Reserve Act was passed. 


issues, 


Earlier Parallels in Banking History 
The resemblance of the group banks of 
today to the branch banks of the days be- 
fore the Civil War suggests that with proper 
legal recognition and direction they might 
be developed into branch banking institu- 
tions somewhat of the old type—the branches 
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retaining a considerable amount of indepen- 
Gence, but being jointly responsible for the 
debts of every branch in the group as was 
the case in the old Bank of Indiana, and 


each group supervised and in a measure 
controlled by a central board of directors. 
under governmental supervision. Possibly 





such a system of branch banking—a sort of 
compromise between group and branch bank- 
ing—would meet the chief objection of many 
of the ardent opponents of branch banking. 
I mention this merely as a possibility, and 
without much confidence that such systems 
would take care of the very small towns 
where most of the banking failures occur. It 
should serve to bring to mind that branch 
banking need not necessarily be of one pat 
tern. 

Branch banking can be organized so as to 
give the branches a certain amount of inde- 
pendence, and can be organized without any 
“parent bank’’—simply a group of banks in 
different places operating under one cor- 
poration. The head office, where the directors 
meet and where the corporation books are 
kept, need not be a bank. I am not quite 
sure that there must be a “head office’—at 
any rate one of the institutions in the South 
operating two banking offices—banks recent- 
ly consolidated—maintained in recent letters 
to the Federal Reserve Board that there was 
no “parent bank” involved, and no “head 
office.” Therefore, they thought they should 
be allowed to remain in the Federal Reserve 
System. I thought so myself but our coun- 
sel could not be convinced. 





Question of Size 

“Whether you like it or not,” said Mr. 
Decker of Minneapolis in his recent state- 
ment to the Banking and Currency Commit- 
tee, “size is fundamental in many lines of 
business. It certainly is in the banking 
business.” Now, keeping always in mind the 
main purpose of making our country banks 
large enough to take care of a larger share 


of the local business, some of which now 
goes to New York, and large enough and 
with diversification enough to be able to 


stand up in adverse times, what limits should 
be set, with relation to capital and to ex- 
tent or number of branches? 

Henry Dawes, former comptroller, repre- 
sents the extreme position of opposition to 
branches, but admits the necessity of larger 
banks. He cites the fact that SS per cent 
of the failures of the last nine years have 
been banks with a capital less than $100,000, 
and recommends that no banks be chartered 
in the future with a capital less than $100,000. 
If I understood his recent statement to the 
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Banking and Currency Committee he would 
not permit smaller country banks to con- 
solidate so as to obtain the requisite capital, 
if consolidation involved the maintenance of 
more than one office, in difference places. 
His idea seemed to be that unless a town 
or community was large enough to maintain 
an independent bank with a capital of $100,- 


000 it should depend on the nearest large 
town—i.e., it should be deprived of con- 


venient banking service. 

Mr. Dawes took the ground apparently that 
we must either have nation-wide branch 
banking, or none at all outside of cities. 
“It seems to me,” he said, “there is no room 
for compromise on this subject and that a 
determination should be reached as_ to 
whether the United 


States wishes to em- 
brace a national system of branch banking 
or to preserve its coordinated independent 


units. It cannot do both.” 


Compromise Between Nationwide Branches 
and Unit System 
I disagree wholly with this dogmatie posi- 
tion. There was more branch banking in the 
United States 100 years ago, in proportion to 
population and banking resources, than there 
is today, and there always has been some 


branch banking in the United States. In 
fact there always has been some branch 
banking in the National Banking System, 


and I think it can be shown that not quite 
all of it came in through conversion of state 
banks. There is no clear evidence that the 
Congresses of Civil War days in enacting the 
National Banking Act had any intention of 
prohibiting branch banking, and I am in- 
formed that the comptroller’s office did not 
finally pass upon the question until 1902. 

In 1911 Attorney General Wickersham de- 
livered an opinion adverse to branches in the 
case of the Lowry National Bank of Atlanta, 
an opinion later much modified by Attorney- 
General Daugherty who October 3, 1923, 
found in favor of additional offices within 
city limits. The matter was never definitely 
decided by the Supreme Court, the St. Louis 
case in 1924 having turned on enforcement 
of a state law. Now and then national banks 
opened outside offices and sometimes they 
withstood the comptroller’s criticisms for a 
considerable period. The Citizens National 
Bank of Newport, New Hampshire, was given 
a certificate by the comptroller on Mareh 
27th last for the operation of a branch at 
Warner, in an adjoining county, on the 
ground that the branch had been operated 
for the past twenty-five years. 

There 


are now 273 banks in the United 


(Continued on page 128) 


LIFE UNDERWRITER “SPEAKS OUT IN MEETING” ON 
LIFE INSURANCE TRUSTS 


UNFOLDS NEW PLAN OF COOPERATION AND TRUST INVESTMENT 
PROTECTION 


M. A. LINTON 
Vice-president, Provident Mutual Life Insurance Company of Philadelphia 


(EpitTor’s NOTE: 


Mr. Linton explores new ground and projects new agencies which 


will not only render life insurance trusts immensely more popular than now, but also solve 
the problems of resistance which stand in the way of 100 per cent teamwork between 


trust companies and life underwriters. 


He discusses life insurance trusts from the view- 


point of a trained life underwriter, the questions of personal relationship, of the security 
of life insurance proceeds confided to the custody of trust companies as trustees and the 
experiments now under way of providing both the acme of security and attractive yields 
by means of plans for commingling of trust funds and applications of investment trust 


idea to trust investments.) 


N the practical handling of life insurance 
trusts the personal relationship between 
the life underwriter and the trust officer 

counts for a great deal. When the trust 
officer enters sympathetically into the prob- 
lems of the underwriter and his client and 
is able to solve them satisfactorily, repeat 
business will surely follow. Once in a while 
we find trust officers who are but imperfectly 
equipped to render adequate insurance trust 
service. And there are others who adopt 12 
high hat attitude that stands in the way of 
repeat business. People get all kinds of im- 
practicable notions about the things they 
would like to do with their money. Tact- 
fully leading them to choose what is practi- 
cable is an important part of the successful 
trust officer’s job. It does not take long for 
the life underwriters of a community to dis- 
cover where they can go for the most help- 
ful cooperation. 


If I were looking at the picture from the 
trust officer’s point of view I would have 
something to say to some of the underwriters 
who desire to share the benefits of life insur- 
ance trust service without making an ade- 
quate contribution in return. First, I would 
advise some life underwriters to master their 
subject. Others I would advise to cultivate 
an attitude which would lead to a happier 
spirit of cooperation. It would mean money 
in their pockets and enable them to conduct 
their canvassing upon a higher plane when 
dealing with men of affairs. 

Fortunately these negative aspects are rela- 
tively unimportant when compared with the 
vast amount of helpful cooperation that is 


building a noble edifice for the service of, 
policyholders, underwriters, life 
companies, and trust companies. 


insurance 


The Problem of Security 

One other question which should be dis- 
cussed candidly is that of security. If there 
is any one thing that causes the underwriter 
to hesitate to recommend wholeheartedly the 
life insurance trust arrangement it is the 
fear that perhaps the funds may suffer loss 
in the hands of the trust company. The im- 
pregnable security of a life insurance com- 
pany is a basic conception in the minds of 
those who represent the company in the 
field. They are taught that if a man en- 
trusts his money to a well-established life in- 
surance company he has put it in one of 
the safest possible places, first, because the 
company is conservatively managed and sec- 
ond, because it guarantees a certain mini- 
mum performance and then’ backs up its 
guarantee with its entire resources. Thus he 
enjoys the protection afforded by the min- 
gling of his money with the general assets of 
the company. He receives the benefit of the 
law of average applied to investments. 

In the case of the trust company there is 
no guarantee of the integrity of the princi- 
pal or of any rate of interest. The funds 
comprising the individual trust are segre- 
gated and separately invested. It will of 
course be taken for granted that the trust 
company will give as careful supervision of 
the investments in the fund as does the life 
insurance in the handling of its funds. But 
the fact remains that the trust fund is rela- 
tively small so that the possibility of loss 
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may be appreciable. Naturally there is 4 
corresponding possibility of gain. But we 
are not looking for appreciation if it must 
be accompanied by a corresponding risk of 
loss. 

In the literature dealing with life insur- 
ance trusts, very little is said about the 
security of the principal of the funds admin- 
istered by the trust company. Of course the 
care of the investments by experienced men, 
officers and directors, is stressed. But even 
the wisest men make mistakes. Investments 
do go bad from unforeseen and unpreventable 
causes. And when the investments are part 
of a relatively small fund the loss may work 
a hardship. Reviewing the financial history 
of the past generation we find many securi- 
ties which have gone wrong in spite of the 
fact that they had once been considered trust 
investments of the first grade. Although the 
stirring financial events of last fall had to 
do with common stocks, the thoughts of 
many men have turned afresh to the ques- 
tion of security and to the advantages of the 
law of average applied to investments. 

While on the subject of security I would 
mention in passing an investigation of trust 
funds made several years ago. It was then 
found that only to an infinitesimal extent 
had there been losses of such a nature that 
they could legally be charged against the 
trustee. Obviously this does not touch upon 
the point we are considering. We assume in- 
tegrity and the exercise of due care on the 
part of the trust company. What we are in- 
terested in, is a system that will reduce to 
an absolute minimum the individual effect 
of such investment losses as may be incurred 
through nobody’s negligence or dishonesty. 


Special Reserve Fund for Trust Investments 
In 1925 a middle western trust company 
made an excellent start toward the solution 


of this problem by setting aside a_ special 
reserve fund of $2,000,000 to be used to in- 
demnify against “loss of principal or inter- 
est on securities bearing interest and having 
a definite maturity, purchased with trust 
funds by the company as sole trustee in the 
exercise of its own discretion, which benefi- 
ciaries of trusts may sustain at the time of 
the maturity of such principal or interest or 
at the time of sale of such securities by the 
company.” The declaration of trust recites 
many important details but this is the es- 
sence of the plan. Three years later an ex- 
ecutive officer of the company in a published 
statement summarized the experience under 
the plan and stated that it had been most 
satisfactory from every point of view. In 
particular it had been instrumental in at- 


tracting business because of the additiona! 
security thrown around the handling of the 
trust funds. 


Although the plan is an excellent one as 
far as it goes, there is always the question 
of the ability of any limited fund to replace 
losses that may conceivably be incurred in 
a large volume of trust investments. When 
all is said and done it remains true that the 
safest plan is that of mingling the funds 
and thereby having the benefit of the law of 
average. The funds can then grow to any 
size without lowering the factor of safety. 


Mingled Trust Fund a Promising Experiment 

A large trust company in New York has 
recently developed a plan for giving to the 
trust funds in its possession the benefits of 
this averaging principle. A corporation has 
been created for the purpose of investing the 
funds realized from the sale of its securities 
to the trust company which as trustee, pur- 
chases them for trusts where the instrument 
creating the trust gives the company the 
power to do so. The corporation securities 
are sold in units, each consisting of one $100 
income bond bearing 6 per cent interest pay- 
able out of current income, and of one share 
of capital stock the initial value of which is 
$50. Following the inauguration of the fund 
on April 15, 1930, subsequent units are being 
sold at a price equivalent to $100 for the 
bond plus the liquidating value of one share 
of stock on the day a new unit is issued. This 
is also the value for which the units will be 
repurchased or redeemed when trust funds 
invested in the corporation are being with- 
drawn. 

The funds of the corporation, to quote the 
official booklet describing the plan, will be 
partly invested in “fixed income-bearing se- 
curities such as bonds, mortgages, and pre- 
ferred stocks. A proper proportion from time 
to time will be invested in common stocks, 
depending upon prevailing financial and eco- 
nomic conditions. To do this with maximum 
safety it is proposed that the fund will pur- 
chase a great number of stocks which rep- 
resent the leading corporations in industries 
where growth is most current.” 

“The fixed income-bearing securities such 
as bonds and preferred stocks offer maxi- 
mum stability of principal and furnish a bul- 
wark against unforeseen crises and cyclica} 
periods of depression, while the common 
stocks permit each participating trust to 
share in the industrial growth of the coun- 
try. Because of the wide diversification and 
flexibility made possible by a large commin- 
gled fund in corporate form, it is believed 
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that over a period of time the increase in 
many items of investment will more than 
offset possible losses in others; thus making 
the net result of the entire fund the supreme 
test rather than the success or failure of 
any particular item. This is in accordance 
with modern practice of sound investment ; 
that is, obtaining safety of principal, reason- 
able income, and a chance for appreciation 
through diversification and rotation.” 

In twnis plan we have a development of 
great significance. It is, I believe, the most 
promising step taken in the direction of af- 
fording trust funds the protection involved 
in being part of a large commingled fund. 
Opinions will naturally differ about the wis- 
dom of investing a part of the fund in com- 
mon stocks. That point may have to be met— 
perhaps by establishing another fund on a 
different basis. For the present the type of 
investment is not so important as is the fact 
that a plan has been formulated which en- 
ables individual trust funds to have the 
benefit of the averaging process. 

Making the Plan Generally Available 

The next step in the program is going teé6 
be the working out of a plan whereby trus: 
tees who are not in a position to establish 


their own GCommingled funds, can invest in the 
securities of such a fund administered by an 


institution that commands the confidence of 
the financial world. 

There are hundreds of fiduciary institu- 
tions throughout the country which couid 
go out and get life insurance trust business 
if only this problem of security could be 
solved to the satisfaction of the life under- 
writer and his client. The local institution 
can be given the necessary discretionary 
power in the administration of the fund—a 
function which even a small institution can 
satisfactorily perform. The security of the 
fund would then be assured by investment 
in the securities of one or more designated 
funds of the kind we have been discussing. 
Obviously there is a great deal of spade work 
to be done before the plan is perfected. Thai 
it is a field worthy of intensive cultivation I 
am thoroughly convinced. 

The principle of the commingled fund which 
we have been discussing is of course the 
basis of the investment trust which has re- 
cently had a spectacular growth in this coun- 
try. Essentially the principle is not new. 
Practically it is, because it is being applied 
to the definite purpose of providing an in- 
vestment channel for trust funds. The fact 
that it is devised for the investment of such 


funds means that the enterprise must be 


conducted on the very highest plane. It must 
appeal to the conservative trustee as well as 
to the man who in the first place accumu- 
lates the estate and who desires the greatest 
possible security in the carrying out of the 
plans he has formulated for his family. 
Adequate Publicity on Trust Investments 

And now a thought about one feature of 
the administration of the commingled fund. 
If it is to command confidence so that a 
man will entrust to its care funds which 
are to be held for perhaps a generation or 
two, he is going to demand a check upon the 
management. One check is likely to take the 
form of giving to the public a list of the 
investments in the fund. This is what the 
life insurance companies have been doing for 
a long time. They prepare each year a com- 
plete list of the securities and their values 
which is available to any one desiring a copy. 

This principle is exceedingly worth while 
in establishing confidence. The knowledge 
that investments will be made public acts as 
a direct check upon any tendency of the man- 
agement to take unwise chances. The life 
underwriters have been used to having the 
benefit of this publicity principle and as a 
class they are likely to want it in connec- 
tion with the funds they are asked to recom- 
mend for the investment of life insurance 
policy proceeds. 


What Cicero Said Two Thousand Years Ago 

In the absence of definite knowledge it is 
one of the inevitable human tendencies to 
allow the imagination to fill in the gaps. Ac- 
curate information is the most effective safe- 
guard against unfavorable rumors. Two thou- 
sand years ago Cicero wrote in a letter to 
his son Marcus, “All things should be laid 
bare so that the buyer may not be in any 
Way ignorant of anything the seller knows.” 

Publicity for the investments of funds of 
the kind we have been discussing will go a 
long way toward bringing the voluntary, en- 
thusiastiec cooperation of life underwriters 
throughout the length and breadth of the 
land. In urging this course I am not un- 
mindful of the pros and cons of the principle 
of publicity for funds operating on the in- 
vestment trust plan. We have been hearing 
a lot of discussion about it recently in New 
York State. As with most other questions. 
there are two sides and it is a problem of 
choosing that course which on the whole will 
work out the best for all concerned. 

The New York Stock Exchange has had 
the problem under consideration and its pres- 
ent rules for the listing of the securities of 
an investment trust includes a stipulation, 
the gist of which is as follows: The trust 
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shall publish with each annual report a 
complete list of all of the holdings of the 
company showing names and quantities with 
values on the basis of the market price of 
all securities listed on recognized stock ex- 
and upon fair appraisal of other 
securities, with the proviso that securities 
held for not more than one year may be 
listed as “Miscellaneous Securities” up to an 
amount not to exceed 10 per cent of the 
company’s aggregate capital and surplus or 
10 per cent of the cost of securities held, 
whichever may be less. 

Here we have a plan which provides for 
reasonable publicity combined with an excen- 
tion which enables the trust to withhold in- 
formation about some of its more important 
moves until publicity is likely to have but 
little effect. This stock exchange require- 
ment may not be the best that can be de- 
vised for a commingled fund such as we have 


changes 


been discussing. But some plan of reason- 
able publicity can undoubtedly be worked out 
which will enable the public and the pro- 
spective investor of trust funds to judge of 
the character of the funds they are solicited 
to patronize. 

Life insurance trusts are going to continue 
to grow in volume whether or not the se- 
curity problem is completely solved. But 
their growth will be greatly accelerated if it 
is solved. If we can have the local trust com- 
pany administering with adequate discretion- 
ary powers the distribution of the income 
and the principal, and at the same time have 
the investments commingled in large funds 
that are corporately managed with the high- 
est ideals of trusteeship by men of great 
ability and experience—then I predict that 
there will be a wave of enthusiasm for life 
insurance trust service that will surpass any- 
thing that has heretofore been experienced. 


7 i? o, 
~~ “~ “. 


CORRECTING WRONG IMPRESSION AS TO TAXABILITY OF 
REVOCABLE TRUSTS FOR FEDERAL ESTATE TAX PURPOSES 


Trust COMPANIES Magazine has received 
the following letter from J. J. Robinson, tax 
counsel of the Chicago Title & Trust Com- 
pany regarding the status of taxation of 
revocable trusts for Federal Estate tax pur- 
poses: 

“In Proceedings of the Fifth Mid-Continent 
Trust Conference of the American Bankers 
Association, held in Detroit, I notice that in 
a discussion of the case of Reinecke vs. 


Northern Trust Company (278 U. S. 339 
1929), the impression is left upon the 


reader that the holding in that case, with 
reference to the taxability of revocable trusts 
for federal estate tax purposes, is the law 
at the present time. The specific holding 
referred to is that, if the consent of the 
beneficiary is required to a revocation of a 
trust such transfer in trust is not subject 
to the federal estate tax. Shortiy after this 
ease was decided, Trust COMPANIES com- 
mented editorially thereon. This comment 
likewise left the impression upon the reader 
that the above holding is still the law. 

In view of this discussion I desire to 
point out that the Reinecke case involved a 
federal estate tax under the 1921 Act and 
that this law has since been amended with 
respect to the taxability of revocable trusts, 
where the consent of another is required to 
a revocation of the trust. 

In the 1924 Act a new provision was in- 
serted which reads as follows: 

“Sec. 302. The value of the gross estate 
of the decedent shall be determined by in- 


cluding the value at the time of his death of 
all property, real or personal, tangible or 
intangible, wherever situated—(d) to the 
extent of any interest therein of which the 
decedent has at any time made a transfer, 
or with respect to which he has at any time 
created a trust, where the enjoyment thereof 
was subject at the date of his death to any 
change through the exercise of a power, 
either by the decedent alone or in conjunc- 
tion with any person, to alter, amend, or 
revoke, or where the decedent relinquished 
any such power in contemplation of his 
death, except in case of a bona fide sale for 
a fair consideration in money or money’s 
worth.” 

Practically the same provision 
in the 1926 Act, to wit: 

“Sec. 302. The value of the gross estate 
of the decedent shall be determined by in- 
cluding the value at the time of his death 
of all property, real or personal, tangible or 
intangible, wherever situated—(d) to the 
extent of any interest therein of which 
the decedent has at any time made a trans- 
fer, by trust or otherwise, where the enjoy- 
ment thereof was subject at the date of his 
death to any change through the exercise of 
a power, either by the decedent alone or in 
conjunction with any person, to alter, amend, 
or revoke, or where the decedent relin- 
quished any such power in contemplation of 
his death, except in case of a bona fide sale 
for an adequate and full consideration in 
money or money’s worth, * * *” 


is found 
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UNIFORM RULE CLARIFYING VALIDITY OF 
LIVING TRUST 


POWERS RESERVED BY DONOR WITHOUT MAKING TRUST 
TESTAMENTARY IN CHARACTER 


EDWARD C. KING 


Trust Officer, The International Trust Company, Denver, Colo. 





(Epitor’s NOTE: 





An important contribution was made recently by a committee of 


trust officers in Denver toward a restatement of the law of trusts as relating to living 
trusts and as to powers which may be reserved by the donor without invalidating or 
making the trust testamentary in character. Mr. King first discusses the useful purposes 
to which living trusts may be adapted and then follows with a consideration of its valid- 


ity as against the personal representative of the deceased donor. He 


illustrates the 


danger of too much control in regard to reservations and quotes from recommendations 
made by the Denver Committee as to drafting of provisions and phrases in living trusts.) 


HIS discussion involves two different, 

but related, aspects of the subject of 

living trusts: the first its sphere of 
usefulness, and the second its validity as 
against the personal representative of the de- 
ceased donor. The first is closely related to 
the second because if living trusts are in- 
herently beneficial to the donor and his fam- 
ily, just as regards creditors, conducive to 
saving and thrift, and economical as a 
method of disposing of one’s estate, they will 


continue to grow in popularity, and the 
courts, following the economic trend, will 
encourage their use and will be reluctant 


to question their validity. 

If the device is desirable and economically 
sound, it must follow as a correlative that 
it is in accord with public policy. To para- 
phrase a statement in a recent decision of 
one of the New York courts it must be true 
that if the act of a man in creating a trust 
which will encourage thrift and which will 
ensure the investment of his funds in sound, 
non-speculative securities is consonant with 
the dictates of public policy, any arrange- 
ment which tends to add to the value of his 
act, such as the protection of his dependents 
after his death, should be entitled to even 
greater public favor. With this as a premise 
then, I will first briefly consider the living 
trust with regard to its usefulness or place 
in the economic structure, and then from the 
practical standpoint, attempt to state the 
existing laws relative to its validity. 


Uses of the Living Trust 
In a discussion of its uses the living trust 
may logically be divided into its two differ- 
ent phases or purposes: one being the pur- 


pose which it serves during the lifetime of 
the donor, and the other its use in effecting 
a disposition of the trust property after the 
death of the donor. The value and the use- 
fulness of a living trust for the services 
which the trustee may render during the life- 
time of the donor depend to a great extent 
on the character of the donor’s property, his 
business and investing experience and the 
extent to which he travels or is otherwise 
absent from his home or office or is incapaci- 
tated to give careful attention to the busi- 
ness of investing his funds. k 
If the donor lacks time to care for his 
investments, or if he lacks experience or 
judgment in selecting and managing invest- 
ments; if he travels extensively or finds the 
problems of bookkeeping and accounting bur- 
densome or annoying, either a safekeeping 
agency or a living trust is practically a neces- 
sity. If his capital is invested in tangible 
chattels or if he is engaged in trade to such 


an extent that his assets are constantly 
changing in form, the living trust is not 


entirely practicable, but the contrary is true 
when a relatively important part of his prop- 
erty is in money, stocks, bonds, mortgages, 
or real estate. A trust of this type may be 
used for the purpose of creating, conserving, 
or distributing estates. It may be used ad- 
vantageously in place of a savings account 
or a safekeeping account. 

By the creation of a trust of this nature 
the donor can virtually assure, for the time 
limited by the rule against perpetuities, the 
preservation of his original capital and a 
net income equal to five per cent of the prin- 
cipal. During his lifetime the donor has an 
opportunity to observe the methods of the 











22 TRUST COMPANIES 


trustee in handling the trust estate and if 
the trust is to continue after his death, can 
be fairly certain that the management will 
continue in a manner satisfactory to his bene- 
ficiaries. These statements assume of course 
the selection of a thoroughly dependable 
trustee, expert in making and managing in- 
vestments, carefully supervised, and capable 
of giving definite assurance of a continuing 
existence. 


Disposition of Donor’s Property After Death 
With respect to its second purpose—the 
disposition of the donor’s property after 
death—a comparison of the methods by 
which one may dispose of his estate is, in 
most cases, distinctly favorable to the living 
trust. The three methods in common use are, 
in the order of their present popularity (if 
any can be called popular), first: by opera- 
tion of the law under the statutes relative 
to intestacy; second: by will; and third: 
through the medium of the trust. If that 
which is true is assumed as a fact, i.e. that 
the fees paid to a qualified trustee during 
the lifetime of the donor are for value re- 
ceived, the economy in the disposition of the 
property through the medium of a trust as 
compared with disposition by will or under 
the intestate laws is extremely significant. 


Omitting from consideration inheritance 
and estate taxes, which we may assume will 
be collected in any event, the total cost of 
disposition of one’s estate through the me- 
dium of a living trust and a qualified trus- 
tee, will seldom exceed 1% per cent, a low 
figure when compared with 4 to 6 per cent 
when disposition is made in any other man- 
ner except by an absolute gift inter vivos. 
In another respect the comparison is favor- 
able, and that is in its simplicity. With the 
living trust the petitions, notices, inventories, 
reports, hearings and orders, delays and 
court appearances, all of which are incident 
to the administration of an estate, are done 
away with. There is less publicity and less 
inducement to persons to make fraudulent 
claims against the estate, and in all respects 
the cost of dying are reduced to a minimum. 


The donor knows exactly what the cost 
of devolution of his property will be, where- 
as, when the estate passes by will or under 
the intestate laws, the deceased can never 
foresee with certainty the expense which will 
be unavoidable in the settlement of his es- 
tate in court even under the most careful 
executorship. It would seem that the living 
trust is a useful and economical device for 
the creation, conservation and disposition of 
estates; that its use therefore should be en- 
couraged, and that if created with proper 


motives and without intention of defrauding 
creditors it should meet with more favor in 
the courts than any other plan for like pur- 
poses which has thus far been devised. 

These matters, of common knowledge to 
all well-informed lawyers and trust company 
executives, have been so thoroughly covered 
in textbooks, educational programs of trust 
companies, and magazine and newspaper ar- 
ticles, that any further remarks would be re- 
dundant, and I will pass to the second phase 
covered by the title: Validity as against the 
personal representative of the deceased 
donor. 


Validity as Against Personal Representation 
of Donor 

The general question which will here be 
considered is the extent to which so-called 
living trusts are valid after the death of the 
donor as against his personal representatives. 
The writer will assume a solvent and compe- 
tent donor, an instrument purporting to cre- 
ate a trust, identified property, apt words of 
present conveyance, and beneficiaries defi- 
nitely ascertained or definitely ascertainable 
by an act which has significance apart from 
its effect upon the disposition of the property. 
Special types of living trusts such as life 
insurance trusts, business insurance trusts, 
and trusts in which the donor is also trustee, 
will not be considered except as they may 
be included in general statements applicable 
to all living trusts. State statutes will not 
be discussed, but it will be assumed that 
every state has a Statute of Wills which 
prescribes a method for the testamentary dis- 
position of property, and that any testamen- 
tary disposition not made in compliance 
therewith is invalid. 


Study Made by Denver Committee 

Having made these assumptions, there re- 
mains only the specific question: What pow- 
ers may be reserved by the donor without 
making the trust testamentary? It is this 
question which has vexed attorneys and trust 
executives and its solution is imperative. 
Impelled by a desire to settle this question 
and to afford a basis for the adoption of some 
uniform rule with respect thereto, the Trust 
Officers’ Association of the Denver Clearing 
House Banks performing trust functions, in 
the summer of 1929 appointed a committee 
consisting of Robert L. Stearns, of the law 
firm of Lewis & Grant, John L. J. Hart, 
also an attorney, of the trust department 
of the Colorado National Bank, and the 
writer, to make a study of the law relating 
to living trusts and to report to the asso- 
ciation. 

The committee, with the assistance of other 
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attorneys, made an examination of probably 
600 cases, of which the more important were 
briefed. In addition the leading English 
and American textbooks on the subject were 
studied, together with current articles in the 
various legal publications and trust services. 
During the course of its investigation the 
committee found that a similar, and probably 
more comprehensive survey, was being made 
by a committee appointed by the American 
Law Institute to prepare a restatement of 
the law of trusts and through correspon- 
dence with Prof. Austin W. Scott, Reporter 
for the Law Institute Committee, much valu- 
able advice was obtained and it was found 
that in most respects his conclusions coin- 
cided with ours. The ultimate conclusions 
hereafter stated are in substantial accord 
with those of the Denver Committee, but the 
theories advanced in support of the con- 
clusions are for the most part original. 


Powers Which May Be Reserved by Donor 

A study of the cases and textbooks reveal 
some divergence of opinion and a lack of set- 
tled rules with regard to all but a few of the 
powers which may be reserved by the donor. 
It is settled law that if, by the terms of the 
trust instrument no interest passes to the 
beneficiary during the life of the donor the 
intended trust is testamentary and invalid 
as against the personal representatives of the 
donor. No citation of authority is necessary 
to establish this point. It is equally well 
settled that the reservation of a power of 
revocation alone does not make the trust 
testamentary. In fact it has been held that 
a failure to reserve a power of revocation is 
ground for cancellation. So far as I have 
been able to determine it has never been 
stated, except in Ohio, that the reservation 
of a power of revocation rendered an other- 
wise valid trust testamentary, and the Ohio 
decisions were based on one or both of two 
fallacies; one being that revocable living 
trusts were novel and unauthorized devices 
and the other that if a valid trust is to be 
created the donor must “finally and forever 
abandon all control over the fund during 
his lifetime.” 

That neither of these statements were jus- 
tified by precedent is evidenced by the fact 
that revocable living trusts had been used 
and their validity recognized for more than 
400 years before the Ohio decisions were 
written. There is no authority of conse- 
quence indicating that reservation of income 
to the donor for life, or of so much income 
and principal as is necessary for his support. 
will render a trust testamentary, even if 


coupled with a power of revocation. If, how- 
ever, powers, in addition to those above men- 
tioned, are reserved to the donor we strike 
the point where difficulty of decision begins 
and divergence in the opinion of courts oc- 
curs. 


Power to Withdraw Principal on Demand 

In the case of McEvoy vs. Boston Five 
Cents Savings Bank, decided by the Supreme 
Court of Massachusetts in 1919 and Warsco 
vs. Oshkosh Savings & Trust Company, de- 
cided by the Supreme Court of Wisconsin in 
1924 the power to withdraw principal upon 
demand was held to create a testamentary 
trust. In the latter case the theory of the 
court was that while a power of revocation 
was proper, because its use would extinguish 
the trust, a power of withdrawal was bad, 
because through its use the donor could reac- 
quire the property pursuant to the terms of 
the trust, but as Professor Seott says, “This 
distinction would seem to be rather fine- 
spun.” The McEvoy case was decided on 
the theory that during her lifetime the 
donor’s rights as beneficial owner were not 
limited in any material way. While it has 
been attempted to reconcile this decision with 


seemingly contrary decisions of the same 
court, it is the writer’s opinion that the 


case must be regarded as an anomaly in the 
Massachusetts law. The McEvoy and Warsco 
cases demonstrate that the inclusion of a 
power of withdrawal may afford grounds for 
an attack upon the validity of the trust. 

In other cases the facts have led the courts 
to hold that the conveyance was colorable 
and not real, and that having the semblance 
of a gift, but the substance of a will, was 
nugatory, as where the deceased, in his life- 
time, executed a bill of sale by which he 
sought to transfer property to his daughter 
and she at the same time executed a power 
of attorney by which the deceased was to 
receive the property and, during his lifetime, 
manage, control, and use the same. The 
property was delivered to the daughter and 
she in turn redelivered it to the deceased. 

It was held, in a suit against the execu- 
tor for failure to include the property in his 
inventory, that the property belonged to the 
executor; that while the delivery of the 
property was not incomplete for lack of 
formal assignment, there was a manifest 
mental reservation by the deceased which 
rendered the delivery incomplete. It should 
be noted that the daughter had none of the 
usual duties of a trustee. Of like import is 
a Colorado case in which the deceased in 
his lifetime conveyed certain real estate in 
trust to pay the income to him during his 








24 TRUST 


life, and upon his death “the trust shall 
thereupon cease and determine and the prem- 
ises hereby conveyed shall thereupon vest 
in my son.” The trustee did not exercise or 
attempt to exercise any control over the 
premises while the donor lived and the deed 
of trust was not recorded until after his 
death. Ina suit by the administrator the court 
decided the issues in his favor on the theory 
that the conveyance was colorable only. The 
case of Coston vs. Portland Trust Company 
decided in favor of the administrator by the 
Supreme Court of Oregon in May, 1929, is 
to the same effect. The trust deed was not 
recorded, the trustor held every indicia of 
ownership, and there was neither change of 
possession nor management. The trust in- 
strument purported to convey title but by 
its term full and complete control was _ re- 
served to the trustor. While this case has 
been criticised it appears to me to be sound. 
Such a transaction must be constructively 
fraudulent as to subsequent as well as ex- 
isting creditors. If the trustee had recorded 
the deed, or had taken possession, I believe, 
and the court suggests, that the 
might have been different. 

In the case of Smith vs. Ferguson, a trust 


decision 


was declared to be testamentary, on the 
ground that to constitute a valid gift inter 
vivos it was essential that the property 


should be delivered absolutely and uncondi- 
tionally, that it must take effect at once and 
completely and that it must be irrevocable. 
The court states that gifts inter vivos have 
no reference to the future. 


Danger of Too Much Control 

The cases mentioned illustrate the danger 
of reserving too much control, whether by 
the terms of the instrument or by the subse- 
quent method of handling the trust property 
and the above and numerous other cases 
demonstrate that in suits brought by the rep- 
resentative of the donor it may be claimed 
as against the trustee: 

(1) That the trust agreement created a 
mere agency which terminated at the time 
of the death of the principal. 

(2) That the trust agreement was an at- 
tempted testamentary disposition of the 
property of the trust estate and was void 
because not executed in accordance with the 
statute relating to the execution of wills, 

(38) That the agreement was a secret con- 
vevance and as such was void as against all 
creditors, or, 

(4) That it was merely colorable and was 


not intended to and did not vest any real 
title in the trustee. 
Secret Conveyance 
The question of a secret conveyance can 
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be quickly disposed of. It is probably the 
law (as illustrated by the case of Coston vs. 
The Portland Trust Company) that if the 
donor holds every indicia of ownership and 
there is no change of possession or manage- 
ment of the estate, the deed, whether abso- 
lute or in trust, is constructively fraudulent 
as to subsequent, as well as existing, credi- 
tors. The other three objections that may 
be raised (that the disposition is testamen- 
tary, that a mere agency is created, or that 
the conveyance is colorable only) stand in 
close relation to each other. 

For example, if there is a purported con- 
veyance of property to a trustee and the con- 
trol of the donor unlimited that the 
donor parts with no real interest until his 
death, it may be said to be a testamentary 
disposition, a colorable conveyance, or the 
creation of a mere agency. Each of the 
three expressions is used to denote a failure 
to vest a present interest in the remainder- 
man, and in every case the ultimate test 
must be whether a trust or an agency was 
created. If (although the conveyance was 
absolute in form) an agency was created the 
conveyance was colorable only and the gift 
to the remainderman testamentary, and, in- 
versely, if the gift was colorable merely or 
the gift testamentary the relationship cre- 
ated must necessarily have been that of prin- 
cipal and agent. 
“if the defendant 
be trustee, he 
the plaintiff.” 


is so 


As one of our courts said, 
has not shown himself to 
must have been an agent of 


This test (of agency or trust) has not been 
applied in many of the which have 
been before the courts in this country, but I 
believe it merits discussion. While in a few 
cases, sometimes because of peculiar facts, 
and sometimes because of faulty reasoning, 
the courts have refused to sustain what 
might be considered trusts, the majority of 
decisions, either directly or by implication, 
sustain the view that the determining factor 
as against personal representatives of the de- 
ceased donor or others is whether a trust ov 
an agency was created. If this theory is 
correct it is not improper to consider the 
characteristics which distinguish a_ trust 
from an agency. ' 


cases 


(Epiror’s Note: Mr. King here discussed 
the conflicting characteristics which distin- 
guish trusts from agencies. ) 


Test of Conflicting Characteristics 


Applying the test of “conflicting charac- 
teristics” to the most usual of the modern 
of so-called 


types living trusts, it appears 
that a true active trust is created and not 
an agency. Assume a_ solvent donor, apt 
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words of present conveyance, a trustee desig- 
nated as such, income to donor for life with 
remainder in trust for wife and children, 
power in the trustee to invest and reinvest, 
to sell or mortgage, to make decisions as to 
what is income and what principal, to cre 
ate reserves, to issue proxies, to collect and 
pay income, to exercise rights, to take part 
in reorganization, to secure and pay for in- 
surance, to appoint successors, to deduct fees 
and generally to hold and administer the 
trust property with the right reserved to the 
donor to revoke, to withdraw principal, and 
to amend the trust instrument, and the re- 
lationship created must be that of trustee 
and cestui que trust. Each additional power 


reserved to the donor, however, creates ad- 
ditional doubt. 
Reservations Approved by Courts 
Thus far, with respect to matters upon 


which there is a divergence of opinion, only 
cases adverse to the validity of trusts have 
been mentioned. It is my opinion, however, 
that by the weight of judicial authority, any 
one or more of the following powers (to- 
gether with the right to receive income) may 
be reserved to the donor without invalidat- 
ing the trust: 

1. Power to revoke in whole or in part and 
through the exercise of such power to reach 
all or part of the principal of the 


estate. 
» 


trust 


Power to modify or supplement, which 
includes power to change the beneficiaries. 

3. Power to direct, or consent to, sales, in 
vestments and reinvestments. 

(Eprror’s Note: Jn support of the above 
conclusions Mr. King cited and summarized 
the following interpretative cases: Stone vs. 
Hackett, executor, decided by the Supreme 
Court of Massachusetts at November term, 
1S5S: Jones vs. Old Colony Trust Company, 
decided by Supreme Court of Massachusetts 
in February, 1925; Neck vs. McKinstry, de- 
cided by Supreme Court of Towa, Nov. 18, 
1928; Bear vs. Millikin Trust Company, de- 
cided by Supreme Court of Illinois October 
19, 1929; Windolph vs. Girard Trust Com- 
pany, decided by Supreme Court of Penn- 
sylvania in 1914; Adams vs. Hagerott, de- 
cided by Circuit Court of Appeals, Eighth 
Circuit, in September, 1929; Kelly vs. Parker, 
decided by Supreme Court of Illinois in 
1899. ) 


Recommendations by Denver Committee 

To recapitulate, it is believed that on the 
authority of the cases cited the donor may 
reserve the right during his lifetime to re- 
ceive the income, to revoke in whole or m 
part, to modify or supplement and to direct 


or consent to sales, investments or reinvest- 
ments. The Denver Committee in its report 
reached like conclusions but made recom- 
mendations in connection therewith which 
were substantially as follows: 

1. As few as possible of the above powers 
should be incorporated in a trust agreement. 
The appearance of too many such powers 
may afford a basis for the contention that 
the conveyance to the trustee is merely color- 
able and a reservation of unrestricted con- 


trol may constitute the agreement a mere 
agency. 

2. Avoid the use of the following words 
or phrases, which might render the agree- 


ment an 
tion: 

“Bequeath or devise.” 

“Ageney or custodianship.” 

3. Avoid the use of the following phrases, 
which might be construed to prevent a vest- 
ing in interest until the death of the settlor: 


“At my death the trust shall thereupon 
terminate.” 


agency or a testamentary disposi- 


“If I do not revoke this trust during my 
lifetime, then upon my death the estate 
shall be paid to A.” 

4. Do not fail to use granting words sufii- 
cient to vest the legal title in the trustee. 
Say “Sell, assign, and transfer” and do not 
say “deposit” or “deliver” alone. 

5. As a matter of policy and in order to 
avoid litigation, it is well to have the dispo- 
sition conform as far as possible with the 
laws governing the descent and distribution 
of intestate property. 


Restatement of the Law 

In summarizing, the committee cautioned 
against the use of any form of agreement 
which reserves sO many powers or which 
gives the donor such unrestricted control of 
the management of the trust as might sub- 
ject the agreement to the criticism that the 
donor had in fact parted with nothing by 
virtue of the conveyance, and that the agree- 
ment was for that reason merely colorable 
or feigned or constituted a mere agency. It 
was recommended that the agreement should 
contain at the very most only a reservation 
of life income, together with power in the 
donor to revoke, modify, amend, supplement, 
change the beneficiaries, and add to the 
trust property, and that the only restriction 
on the control of the trustee should be that 
it should make whatever sales and reinvest- 
ments the donor might direct; that these 
reservations should be regarded as an abso- 
lute maximum, and that any additional pow- 
ers or reservations suggested by the cus- 
tomer should be discouraged. 
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The following quotations from the tenta- 
tive draft of the Restatement of the Law of 
Trusts indicate that the views above ex- 
pressed are in substantial accord with the 
present opinion of the committee which pre- 
pared the draft: 

“If by the terms of the trust an interest 
passes to the beneficiary during the life of 
the settlor, the trust is not testamentary 
merely because the settlor reserves a bene- 
ficial life estate nor because he reserves in 
addition a power to revoke the trust in whole 
or in part and a power to modify the trust. 

“If the settlor reserves not only a benefi- 
cial life estate and a power to revoke and 
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modify the trust but also an unlimited power 
to control the trustee as to the details of the 


administration of the trust, the intended 
trust is a testamenary trust.” (30) 
In conclusion it is the opinion of the 


writer, with regard to the effect of reserved 
powers, that, assuming an otherwise valid 
trust, any powers may be reserved so long 
as the trustee is not deprived of all of the 
duties which are ordinarily incident to the 
management of a trust estate, but that in 
every case this general rule should be modi- 
fied to meet the requirements of the laws 
of the state in which, if the trust is attacked, 
its validity will be determined. 


2, e, 2, 
fe fe & 


SUCCESSFUL OPERATION OF COMPOSITE FUND 


The Composite Fund which was _ estab- 
lished by the Brooklyn Trust Company in 
May, 1929, has been notably successful in 
operation. Particularly significant is the 
fact that value of participating units have 
fluctuated only eight points since the Fund 
was established and including the severe test 
of the financial crisis of last fall. Income 
payments for the first year of operation 
show yield of 6.82 per cent and an appraisal 
of all securities at market as of May 1st 
showed actual value of $105.29 for each unit. 
Analysis as of April 30th, showed 37.35 per 
cent invested in preferred stocks; 22.42 per 


cent in common stocks; 21.44 per cent in 
bonds and notes; 17.54 per cent in mort- 
gages; 0.94 per cent in demand notes and 
0.31 per cent in cash. The form of trust 


agreement governing the composite fund is 
as follows: 


First: The party of the first part hereby 
transfers, assigns and delivers unto the 
Trustee the securities and/or cash enumerated 
in Schedule A hereto annexed, the receipt 
whereof the Trustee hereby acknowledges, 
upon the following trusts and for the following 
uses and purposes, v12.: 

(a) To control, manage, invest and reinvest 
as herein authorized; 

(b) To collect the income thereof; 

(c) To pay all lawful charges incidental 
to the management of the trust fund; 

(d) To pay over the net income (at such 
periodical times as may be requested) to the 
party of the first part for and during his or 
her life, and on the death of the party of the 
first part, if this agreement be in force and 
effect, to transfer and pay over the net prin- 
cipal and income of the trust as then con- 
stituted to his or her executor or administrator 
for distribution as a part of his or her estate. 


Seconp: The Trustee shall have full power 





at any time and from time to time in the 
exercise of its discretion to sell, exchange, or 
otherwise dispose of the principal of the trust 
in whole or in part, at public or private sale; 
also full power to invest and reinvest the 
principal of the trust, however derived, in such 
securities as tt may select, including Certifi- 
cates of Ownership in the Composite Fund— 
Series A—established and managed by 
Brooklyn Trust Company under its Declara- 
tion of Trust bearing date April 22nd, 1929, 
irrespective of the fact that any such invest- 
ments may not be of the nature prescribed by 
law for the investment of trust funds. 


Tuirp: The party of the first part may 
from time to time add to the principal of the 
trust fund in securities and/or cash and all 
such additions shall be held by the Trustee 
upon the same trust and for the same uses and 
purposes and with the same powers as are 
herein specified. 


Fourtu: The party of the first part may 
at any time and from t'me to time modify or 
revoke this Agreement in whole or in part by 
notice in writing to that effect delivered to the 
Trustee, and in case of revocation the Trustee 
shall within forty-five (45) days after notice 
as aforesaid pay over to the party of the first 
part the whole principal of the trust or such 
part thereof as the case may require. 


Firtru: The compensation of the Trustee 
for its services hereunder shall be as follows: 

On Principal: One per cent. (1%) upon 
the execution of this Agreement and on the 
making of additions to principal, and One 
per cent. (1%) on the termination of the trust 
or the withdrawal of principal. 


On Income: Commissions as allowed by 
the laws of the State of New York to testa- 
mentary trustees, the commissions on income 
to be computed annually from January 1st 
of each year. 
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TRUST DEPARTMENT SUPERVISION AND RELATIONSHIP 
WITH THE STATE BANKING DEPARTMENT 


QUESTIONNAIRE REVEALS NEED FOR HIGHER DEGREE OF STANDARDIZED 
SUPERVISION IN VARIOUS STATES 


ROY A. HOVEY 


Bank Commissioner of the Commonwealth of Massachusetts 


(Epiror’s Note: The vigilant and efficient supervision of trust department assets by 
state banking authorities is a matter of very prime importance throughout the United 
States, if for no other reason than the fact that such a large number of banks and trust 
companies have within recent years acquired and assumed the liabilities which attach to 


fiduciary business. 


Mr. Hovey discusses the manner in which trust departments are 


supervised in Massachusetts and gives valuable results of a questionnaire sent to state 
banking departments throughout the country which reveals a fertile field for improving 


the basis and character of official supervision over trust departments. 


It is noteworthy 


that Mr. Hovey states that the Massachusetts records show no loss of trust funds admin- 


istered by trust departments. ) 


N discussing trust department supervision 

and the relationships between the trust 

department and the State Banking De- 
partment, the subject can be best approached 
by reviewing briefly the origin and develop- 
ment of fiduciary activities in our Massa- 
chusetts institutions. 

The first records of trust accounts appear 
in reports of the New England Trust Com- 
pany to the State Banking Department dated 
October 19, 1871, showing trust funds 
amounting to $75,000. These trust funds 
were carried as a part of the assets of the 
commercial department and do not appear 
to have been segregated until 1877 when they 
were so reported by the Boston Safe Deposit 
& Trust Company. In the absence of any 
general law relating to trust companies, 
which was not enacted until 1888, each trust 
company acted under the provisions of its 
charter, and uniformity in the publication of 
statements was naturally lacking. 

From that modest beginning of $75,000 in 
1871 trust departments had a phenomenal 
development during the succeeding sixty 
years. In 1890 six of the fourteen trust 
companies then in existence had trust de- 
partment assets of $5,333,832. On March 27. 
1930 sixty-one of one hundred and one trust 
companies had trust department assets of 
$783,000,000. To this amount the national 
banks in the commonwealth add trust assets 
of $209,000,000 more, making a grand total 
of $992,000,000. These figures will give some 
idea of the responsibility resting upon the 
State Banking Department in the supervi- 
sion of these fiduciary activities alone. 


Requirements as to Trust Department 
Supervision 
Now, just what does the law require of 
the Bank Commissioner in the supervision 
of trust departments. It may be surprising 


to learn that the statutes lay down neither 
specific regulations concerning the conduct 


of fiduciary business by the trust company 
nor definite instructions as to the supervision 
of that business by the State Banking De- 
partment. The commissioner is, however. 
charged with the duty of making personally 
or by his examiners at least once in each 
year “an examination of the affairs of each 
bank and to ascertain its condition, its abil- 
ity to fulfill its obligations and whether it 
has complied with the laws.” This duty is 
imposed by a law enacted in 1838 at the time 
when the office of bank commissioner was 
created and following the panic of 1837 dur- 
ing which thirty-two banks were closed. 
These failures demonstrated that bank offi- 
cers could not be depended upon to organize 
and carry on their business without super- 
vision, according to the regulations laid down 
in statutes which in general had then been 
in force only eight years. 

This old statute imposes on the Commis- 
sioner of Banks duties that are not clearly 
understood by the public or even by the 
officers and directors of the _ institutions 
themselves. In so far as trust departments 
are concerned we have interpreted these du- 
ties substantially as follows: that the exam- 
iner Should ascertain that all trust assets 
turned over to the trust department are in- 
tact and properly recorded. This requires, of 
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service to its policy holders in which their interests are most advantage- 
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course, the checking of all securities and 
other assets to see that they agree with the 
records of the bank, and that registered se- 
curities are properly registered; that the 
documents creating the trust indicate the 
nature of the fiduciary capacity in which the 
trust assets are held and that all assets are 
held in some such capacity, and that the 
terms of the indenture as to the investment 
of funds are being carefully followed. 


Examination of Trust Assets 

The examiners first take possession of ali 
the assets of the trust department and in 
the examination of each new trust compare 
the records with the original inventory to 
see that the proper assets have been received. 
They then make a superficial examination of 
the indenture to see what the powers of the 
trustees are in making and changing invest- 
ments. They also make a test of a certain 
number of the trusts to see that all changes 
in investments have been approved by the 
directors or investment committee. In fur: 
ther checking these changes they also com- 
pare the new investments with the brokers’ 
bills or statements accompanying them. When 
it comes to the verification of income we be- 
lieve it is the duty of directors to provide 
either a suitable internal audit system or 
cause an audit to be made by an outside 
accountant to see that all income has been 
properly collected and accounted for and that 
all amounts distributed to beneficiaries and 
otherwise disbursed are proper. 

In addition to the foregoing general re. 
quirements, there are, of course, many others 
that must be covered in the course of the 
examination. The ideal system of examina- 
tion should be flexible and readily capable 
of adjustment to the various systems of 
trust accounting employed by the different 
institutions. The’ practical examination, 
however, must be and is to .a considerable 





extent standardized, but our examiners are 
required to expand or contract the custo- 
mary method to meet conditions encountered. 
We realize fully that, as someone has said, 
‘nothing is more fatal to the efficiency of 
any audit department than to have its work 
resolved into a purely perfunctory and rou- 
tine operation;’ we know that applies to 
our examinations and we strive constantly 
to avoid it. 


Conclusions Drawn from Examinations 
The observations made and conclusions 
drawn by our examiners from their visits to 
the different trust companies throughout the 


state may be of interest. In general they 
report that the trust departments of the 
larger banks are well conducted and are 


protected by adequate internal auditing sys- 
tems. Among the smaller banks, naturally, 
the management and the safeguards are less 
efficient, although a slight improvement has 
been noted in recent years. In these small 
banks the trust department is quite likely 
to be operated as a side issue, by some offi 
cer or employee who devotes to it only a 
part of his time, who has too much authority 
without adequate checks and protection, and 


who uses an inadequate or almost obsolete 
accounting system. With so many supply 
houses offering modern and complete ac- 


counting methods, and correspondents willing 
to advise and assist, there is no reasonable 
excuse for any bank to use an unsuitable or 
out-of-date system. Uniformity in account- 
ing is desirable but our department has al- 
ways left the selection of a system to the 
bank, provided it met ordinary requirements. 

In our examination of the commercial de- 
partment of a trust company we attempt to 
correct tendencies which, by reason of over- 
enthusiasm or poor judgment in its invest- 
ment or loaning policy, appear likely to lead 
to embarrassing results. We sometimes note 
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an inclination to follow the lead of some 
large or more daring bank and to try some- 
thing new. 

If this inclination to venture into new 
fields appears in the trust departments, it 
will of course become the duty of the state 


supervisor to point out the apparent dan- 
gers of such a course. It should not be 


forgotten that the very origin of trust and 
trustees was to take care of property for 
those who for some reason are unable to 
take care of it themselves. The first duty 
of the trust is to conserve the principal and 
to make sure that the incompetent, disabled, 
aged, or immature beneficiary receives the 
income during the entire period contemplated 
With a certainty as absolute as is humanly 
possible. Enhancement of principal is de- 
sirable but it should be accomplished by 
means far removed from experiment and 
speculation. 

We have never attempted to dictate the 
investment policy of any trust departmeut 
and the accompanying graph will indicate 
the various changes in policy during the past 
thirty years. 

Primary Responsibility on Management and 
Directors 

Directors, beneficiaries and the public un- 

doubtedly have a right to feel that the state 








by its regular examinations is furnishing 
all the protection it can be expected to pro- 
vide, but they should not take the attitude 
that the state is relieving the officers and 
directors from duties and responsibilities 
which the courts have repeatedly held them 
answerable for. For instance, it has been 
held that bank directors are bound to see 
that an approved system of bookkeeping is 
adopted, which will tend to furnish some 
protection to the bank against mistakes and 
false entries; and that they are bound to ex- 
ercise reasonable care in seeing that the bank 
gets the benefit of the protection which such 
a system of bookkeeping pretends automati- 
cally to provide and thereby detect and pre- 
vent embezzlement. 

The argument that the state has under- 
taken to give directors instructions how to 
supervise the treasurer’s accounts and that 
the directors have fully complied with their 
duty in this regard by appointing competent 
auditors, and then leaving the whole super- 
vision of the treasurer’s accounts to such 
auditors and to the bank commissioners, is 
not justified. The duty of supervision rests 
ultimately on the directors. For reasons 
which are manifest the legislature did not, 
and did not intend to shift the whole respon- 
sibility for supervision of the books and ac- 





TRUST COMPANIES 


For Your 
Toledo 
Business — 


The 


COMMERCE GUARDIAN 
Trust and Savings 
Bank 


counts from the board of directors and put 
it upon auditors appointed annually—and 
having no connection whatever with the bank 
except for a few hours in each year. It has 
also been said, “nor can general legislation 
regulating the vast banking business * * * 
be devised which in some particular cannot 
be circumvented by the ingenuity of those 
who are able and dishonest.” There seems 
to be a popular impression that the chief 
purpose of an examination is to detect de- 
faleations and irregularities. These are not 
the primary purposes of the examination, 
the examiners’ attention being of necessity 
directed to a considerable extent along other 
lines. 

It is greatly to the credit of our trust com- 
panies and to those charged with the respon- 
sibility of directing their fiduciary activities 
that no defalcation or misappropriation has 
ever occurred, so far as our records show, 
which has resulted in any loss of trust funds. 





Questionnaire on Trust Supervision in Other 
States 

In a recent inquiry made by our depart- 
ment as to various practices in other states 
it may be of interest to know the replies 
made to the several questions. Replies were 
received from twenty-three states, in which 
our largest cities are located. When asked 
if they delegated the examination of trust 
departments to examiners specially trained 
for this particular work, and if so what the 
qualifications were, we found that in most 
of the states the examinations were con- 
ducted by the regular examiners who had no 
special training, or whose training for this 
particular branch of the work had been ob- 
tained through experience in examinations. 
We also found that it was, with few excep- 
tions, the general practice to make examina- 
tions of trust departments simultaneously 
with that of the commercial departments. 

We learned that the laws of practically 
all of the states regulated the investments of 


trust funds, Massachusetts being one of the 
few without such regulation. The segrega- 
tion of the assets of the trust department 
from the commercial department is required 
in almost all the states, if not by law, by a 
ruling of the banking department. 

There is a wide divergence of opinion as 
to just how far the examination of a trust 
department should extend, fourteen of the 
twenty-three states stating that they examine 
only the assets of the various trusts, etc., 
verifying them with the records of the bank. 
This probably includes verifying the legality 
of assets in those states where investments 
are regulated. Seven states, including our 
own, check investments with a view of de- 
termining whether the terms of the trust 
indenture are being carried out. 

Only one-half of the departments heard 
from require the approval of investments 
by a trust committee or similar body chosen 
from the directors. We also found that in 
a great majority of the states questioned, 
securities bought at a premium are required 
to be carried at cost, or no rule has been 
established. In only four states is amorti- 
zation required or recommended on all such 
securities. Very few states endeavor to set 
up a uniform system of trust department 
accounting. 

Two-thirds of the states reporting require 
the inclusion of safekeeping and agency ac- 
counts in the assets of the trust department, 
and several include escrow accounts. 

The question, “What general safeguards 
do you require in the custody of trust de- 
partment brought the almost uni- 
versal reply of dual control of securities, as 
in the commercial department. 


assets,” 


Fourteen states permit the registration of 
securities in the name of a nominee, while 
eight do not permit it. It is a general re- 
quirement that certified copies of inventories 
of estates be furnished to the banks. In all 
states reporting, some part of the expense 
of examination and supervision is paid by 
the banks, but the basis on which the charge 
is assessed varies. In eight states the bank- 
ing department has supervisory authority 
over the trust departments of national banks 
located within its jurisdiction. 


a oe & 

Radio broadcasting is coming into frequent 
use in educating the public as to the benefits 
of trust service. ‘“A Broader Concept of the 
Life Insurance Trust,” was the subject of a 
radio talk recently made by Hawes Coleman, 
Jr., trust representative of the State-Plant- 
ers Bank & Trust Company of Richmond, Va. 
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“SIX MONTHS’ OPERATION 
HAS ENTIRELY OVERCOME 
ANY DOUBTS” 


says J.D. Emmons, Trust Officer, 
American Trust Company, 


South Bend, Indiana. 


In addition to the comment quoted above, 
he says, ‘‘We find the Burroughs Simplified 
Trust System so flexible that it might be 
used for both large and small departments. 
The ease and simplicity of operation, 
accuracy, availability and completeness 
of information, audit control and adapt- 
ability to various kinds of trusts should com- 
mend this system to every trust company.”’ 


In fact, every trust officer who adopts Bur- 
roughs Simplified Trust System is enthusi- 
astic when he learns how easy it is to install 
— how plain and how comprehensive it is — 
how it relieves him of details — how it gives 
him a perfect, up-to-the-minute picture of 
every trust and the whole trust department 
—and how it helps him give his clients a 
more completely satisfying service. 


Phone the local Burroughs office for com- 
plete information about the Burroughs 
Simplified Trust System —or write direct. 


BURROUGHS ADDING MACHINE COMPANY 
6327 SECOND BOULEVARD DETROIT, MICHIGAN 
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HEN you adopt simplified trust account- 
ing, you want it to pay immediate 
dividends in increased Trust Department 
economy and efficiency. And it will. But you 
can help by letting it get off on the right 
foot...through proper records equipment. 


MSBee manufactures all forms and 
equipment for Burroughs Simplified Trust 
System, and MSBee representatives 
throughout the country are already trained 
in installing and servicing them. 


M‘Bee, adhering always to the highest 
standards of workmanship, unconditionally 
guarantees every item. Yet this added 
quality and the personal service of M‘Bee 
men cost you no more. Call your local 
M‘Bee office, or write direct. 


Binder Company 
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ARCHITECTURAL RENDERING OF THE MAIN FACADE FOR THE ADMINISTRATION BUILDING AT THE 
CHICAGO CENTURY OF PROGRESS EXPOSITION 


A CENTURY OF PROGRESS TO BE VISUALIZED AT 
CHICAGO’S WORLD FAIR OF 1933 


COMPREHENSIVE EXHIBIT OF ADVANCE IN SCIENCE AND INDUSTRY 


W. E. PRICKETT 
Publicity Department, Chicago World’s Fair Centennial Celebration 


© those not familiar with Chicago’s 

proposal to hold a great international 

exposition in 1933 it should be ex- 
plained that this project has little or no re- 
semblance to the “World’s Fairs” such as 
have been staged in the past and which have 
rather satiated the public. In view of the 
latest experience of this kind in Philadelphia, 
it called for considerable courage to under- 
take another world exposition. Chicago’s 
leading citizens realized that the old idea of 
exhibits would have to be abandoned and 
thereupon decided upon something new and 
which would grip men of thought, action 
and achievement throughout the world. The 
determination was then reached to hold a 
Century of Progress Exposition, the equal 
of which has never before been witnessed by 
men. 

The project is an outgrowth of the original 
idea to celebrate the 100th anniversary of 
the birth of Chicago as a municipality in 
1933. But the undertaking has ceased to be 
one of commemoration of a local nature and 
has become a matter of worldwide interest 
as well as promised participation. Instead 
of having miles and miles of exhibits of in- 
dividual competitors the sponsors of the Ex- 
position of a Century of Progress have 
planned an exposition which will have as 
its main theme, the achievements of science 


’ 


during hundred years, 


the past one j with 
stress laid upon its application to industry. 
In other words, it is proposed to display 
collective exhibits of whole industries, and 
to demonstrate, in dramatic and entertaining 
ways, how scientific research has been a vital 
factor in furthering the advancement of each 
industry. 


Exhibits Comprehensive and Authentic 


In order to make such exhibits compre- 


hensive and authentic, 
tional Research Council was enlisted, and 
the Council appointed a Science Advisory 
Committee composed of more than 400 emi- 
nent scientists, engaged in about 40 different 
branches of science. These men have been 
devoting a large part of their valuable time 
to perfecting a philosophy or “scenario” 
upon which the specific exhibits may be 
based. 


the aid of the Na- 


It is believed that it will be possible to 
coordinate such exhibits with those of im- 
portant industries, whether it be in art, in 
social service, in a profession, or in manu- 
facture. The greater cooperation among 
competing members of the various industries, 
as evidenced by the organization of trade 
associations, makes this possible. Such co- 
operation has been largely the effect of sci- 
entific development. 
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“CANADA'S OLDEST TRUST COMPANY” — ESTABLISHED 1882 


Across Canada 


HE first Trust Company to be 
founded in Canada, this 
Corporation, after forty-eight years 
of continuous growth, has today an 
organization which links up the 
principal cities of Canada. 


Om 


roeavenvysneatveeny 


With its accurate knowledge of 
conditions across Canada, the 
Corporation is the ideal executor 
and trustee for Canadian estates; 
and it can offer every service as 
transfer agent or corporate trustee. 


Cap tal and Reserve 
Tctzl Assets over 


86,750,000 
$200,000,000 


irsvvenvenvsevesvosvnnvosnoaeee4cvneensevaenevnenreveveeusvenu/eeneengenevoesTeevenvenverveste 


The 
TORONTO GENERALTRUSTS 
CORPORATION 


HON. N. W. ROWELL. KC., LL.D. 
President 


W. G. WATSON, 
General Manager 


TORONTO 
REGINA - 


+ MONTREAL 
SASKATOON - 


- OTTAWA .- 
CALGARY 


WINNIPEG 
- VANCOUVER 
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Although competition has always stimu- 
lated trade, it also has engendered enmity 
among men engaged in the same kind of 
business. Present-day competition has be- 
come more a struggle among industries them- 
selves, each exerting concerted effort to hold 
its field against the invasion of new or dif- 
ferent industries. 

Members of the same industry are now 
cooperating for the elimination of waste, the 
improvement of production and sales meth- 
ods, and the encouragement of scientific re- 
search in order that the service performed 
by that industry may be better done by it 
than could possibly be performed by another 
or a new industry. 


Will Have Popular Appeal 

In the displays as now planned, there will 
be no consideration of national or ethnic 
boundaries. The story of each branch of 
will be told as the story of a debt 
of humanity to pioneers and developers 
without regard to nationality. However, 
should a foreign government desire to pre- 
sent a picture of the development of industry 
within its borders, without specific regard 
to the contributions of science, there will be 
no objection to such procedure. 


science 


National Trust 
Company 


Limited 


Capital and Reserve 


$6,000,000 


Assets Under Administration 


$243,000,000 


Trust Company Service for 
Corporations and Individuals 


4% on Deposits 


514% on Guaranteed Trust 
Certificates 


Correspondence Invited 


Toronto Montreal Hamilton 


Winnipeg 


Saskatoon Edmonton London, England 











So much for the main theme of the Ex- 
position of a Century of Progress. Countless 
other new and novel features will be requi- 
sitioned to insure the so-called “popular” 
appeal; amusements of all sorts; pageantry, 
spectacles, music, art, sculpture, sports 
events, world congresses and conferences con- 
cerned with every problem which affects our 
present-day and future human welfare. 

The architecture will be ultra-modern, and 
the general plan calls for an arrangement of 
buildings upon a rather irregular site in an 
orderly way, but in a manner which does not 
present the symmetry characteristic of most 
previous expositions. This arrangment makes 
possible the construction of the buildings 
with a variety of design without disturbing 
the balance of the composition. 

The main groups of buildings will be erect- 
ed on Chicago’s lake front near the heart of 
the business district, beside the lagoons on 
islands and shore lands which have been 
made by dredging and fills. The exposition 
will occupy an area of about 1,000 acres of 
land and water, which compares with 686 
acres for the Columbian Exposition in 1893 
and 635 acres for the Panama-Pacific Expo- 
sition at San Francisco in 1915. 
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MODERNISTIC DESIGN OF THE TRAVEL AND TRANSPORT BUILDING FOR THE CHICAGO CENTURY OF 
PROGRESS EXPOSITION 


The World’s Fair Project is sponsored by 
substantial, outstanding citizens of Chicago. 
It has been endorsed by the United States 
Congress, and an official proclamation was 
issued by President Hoover inviting the na- 
tions of the world to participate in it. All 
funds for the general purposes of the expo- 
sition have been contributed by public spirit- 
ed citizens, either outright, with no thought 
of return, or through the purchase of se- 
curities. 

The first step in the major financing of 
the Fair was the authorization of an issue 
of 6 per cent guaranteed gold notes maturing 
October 15, 1935, in denominations of $1,000 
and $500. Payment of the principal and in- 
terest on the notes is secured, first, by the 
corporation’s assignment to a trustee of 40 
per cent of the gate receipts and, second, by 
a guaranty of more than the face value of 
the note issue, signed by a number of Chi- 
cago’s foremost citizens. Modern methods 
of budgetry control are being used to reduce 
expenditures to a minimum, and every effort 
will be made to insure consistent economy, 
Without “cheapening”’ the project. 

Rufus C. Dawes is president of the corpo- 
ration, and George Woodruff is the treasurer. 
General Charles G. Dawes is chairman of the 
finance committee. 
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Construction and improvement plans au- 
thorized by the railroads of the United States 
involve a total expenditure of $4,750,000,000 
covering the next six years. 


SOME MORE QUEER WILLS 

Yes, people do make queer wills. A man 
in Ohio left money for a cat infirmary, to be 
equipped with sporting grounds and well 
stocked with rats. Another man created a 
fund to feed sparrows. In a small New Eng- 
land town, a man left a fund for the employ- 
ment of a person to go about the church 
during the sermon in order to keep people 
awake and to chase dogs out of the edifice. 
A Mr. Sanborn of Medford, Mass., ordered 
that his skin be made into drumheads and 
given to the leader of the local drum corps 
on condition that on Bunker Hill at Sunrise 
of June 17 of each year he should beat on 
the drum the tune of “Yankee Doodle.” 

It was this same Medford man who ordered 
that the remainder of his body be turned into 
fertilizer to contribute to the growth of an 
American elm to be planted on some rural 
thoroughfare, “that the weary wayfarer may 
rest and innocent children play beneath its 
umbrageous branches rendered luxuriant by 
my remains.”—(From “The Hawaiian Trus- 
tee,’ published by the Hawaiian Trust Com- 
pany of Honolulu.) 


“We do not write wills, but we gladly dis- 
cuss them,” is the caption of a well written 
advertisement over the signature of the 
Rhode Island Hospital Trust Company of 
Providence, R. I. 

The American Bank & Trust Company has 
opened for business at Monroe, N. C., with 
capital of $200,000. 
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A new understanding 


of what it means to be 


your New York Correspondent 


| ppiercsin banks with 69 banking offices through- 
out New York State compose the Marine Mid- 
land Group. They vary in size from a bank with 
resources of $750,000 to a bank with resources of 
$250,000,000. 

The Marine Midland Trust Company of New York 
City serves as the New York bank for the fifteen other 
banks in the Group. The Marine Midland Group 
makes possible very close association with all of these 
banks. This helps immeasurably in working with other 
banks which use the Marine Midland Trust Company 
as their New York Correspondent. 


May we outline in detail the advantages that this bank 
holds for you as your New York correspondent? 


MARINE MIDLAND 


TRUST COMPANY of NEW YORK CITY 


formerly the FIDELITY TRUST COMPANY 


A MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 


The 16 banks that compose the Marine Midland Group are: 


BUPFALO, wc cccccccvccsesesse Marine Treat Cmpaw NORTH TONAWANDA, ..ccdccwcses fl State Trust Company 
Rape ERE is. 5 0.0p « vias os Union Trust Company of Rochester DPS EPS SET Ey. 5:0 0b «4.0.0 d)cleeee Workers Trust Company 
NEW YORK CITY, ...... Marine Midland Trust Company Ag ts) Lackawanna National Bank 
Manufacturers National Bank of Troy fy toy gl: a eae Union Trust Company 

Power City Trust Company ON ge No 2 Bank of East Aurora 

RUINS & so &.6'b wide de ee o Peoples Trust Company CORTLAND Cortland Trust Company 
TONAWANDA, First Trust Company ALBION Orleans County Trust Company 
LOCKPORT Niagara County National Bank & Trust Co. Es 55s i es a sp told eo to aS Wablaca ee Bank of Snyder 
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SIFTING NAMES AND “LEADS” FOR NEW TRUST BUSINESS 


WHAT EXPERIENCE HAS TAUGHT IN SELECTING TRUST PROSPECTS 


J. M. EASTON 
Advertising Manager, The Northern Trust Company of Chicago, Illinois 


(Epiror’s NOTE: 
for soliciting trust business. 


Experience is the greatest of all teachers, especially in advertising 
Many thousands of dollars and much effort has been wasted 


by way of experimenting and covering ground which has already been well tilled or sur- 


veyed by trust companies with more mature experience. 


The following paper yields some 


nuggets of intrinsic value for all those who are engaged in developing new business for 


the trust department. 


Mr. Easton gives results from actual tests and campaigns, show- 


ing how best to make up lists of names of potential trust prospects. ) 


iI. question as to selection of trust 

prospects itself in the first 

instance to one of elimination and of 
segregation. It is first necessary to deter- 
mine what a trust prospect. We know 
from experience that only a small percentage 
of the population represents a strata of pros- 
pects. Another small percentage is made up 
of potential prospects which may be classi- 
fied as follows: 


resolves 


is 


1, young men and women just making their 
way in business and profession; 2, men and 
women of humble origin who through the 
dint of. hard labor have accumulated large 
and modest fortunes; men of means or 
executives of high earning capacities who 
have recently removed to the city; 4, people 
who have recently come into money through 
inheritance or the sale of property or busi- 
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t is not 
the amount 
you leave 
as much as 
the way we 
you leave it: Tne Nonruens Trest Company 


Clive 


DISTINCTIVE PHOTOGRAPHIC ILLUSTRATIONS AS EFFECTIVELY USED IN A SERIES OF 


THE NORTHERN 
TRUST COMPANY 


Northyeeat V0 


ness interests. A small percentage of our 
total population among which we find our 
present prospects is comprised of persons es- 
tablished socially by virtue of their wealth 
or talent; of means but who are 
neither socially inclined nor ambitious; pro- 
fessional men and women; men of large 
salaries but socially obscure. These are the 
prospects or persons we want. How are we 
going to select them from the population of 
our towns and cities? 


persons 


Depositors With Substantial Balances 

The first step is to secure the names of 
depositors with substantial balances. This is 
our best source. But it is sometimes mis- 
leading for often the best prospects may 
operate on low bank balances. A Boston 
bank told me that so far they have found 
the most likely prospects, not among those 


fi Fathers 


Knew 
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ADVERTISEMENTS 


PUBLISHED BY THE NORTHERN TRUST COMPANY OF CHICAGO 





40 TRUST COMPANIES 


with $5,000 and $10,000 balances but those 
of $1,000 to $2,000. If you make a list of 
your best depositors be sure that those with 
the largest average balances go the rounds 
of your major executive officers so that they 
may be checked for points of personal con- 
tact and other helpful information. This 
checking by bank officers often prevents the 
jeopardizing of a good bank account by an 
untimely call. One New York bank solicits 
bank customers rather exclusively. ‘They 
have an almost unlimited field among these 
customers, so large is their bank. But no call 
is made by a salesman without first obtain- 
ing a letter of introduction from the officer 
who knows the prospect. First of course 
check these names against your trust custo- 
mer list. 

Other sources for names are those secured 
from club directories, telephone and profes- 
sional directories, credit files and financial 
rating books; officers of all corporations of 
a certain capitalization and up; bond and 
vault customers of your bank. 

All customers can be evaluated as pros- 
pects by studying their business and profes. 
sional connections; records of securities pur- 


A 4 
X hen 


the daughter 


of an old family 


went to live beyond the sea 


THE NORTHERN TRUST COMPANY 


More than 40 years in the service of ( hicago 

One of 

by the Northern Trust Company of Chicago 

and Based Upon Actual Experience of the 
Trust Department 


a Series of Advertisements Published 


chased; taxes paid and balances maintained. 
Then there are names suggested by your own 
officers, directors, stockholders, customers 
and employees; by attorneys, insurance un- 
derwriters and accountants; persons in your 
community who stand well as_ substantial 
citizens. 

Let us assume then that our central file 
trust prospect list now contains the names 
of men and women of known means—people 
of position—persons whose wills, trust agree- 
ments and agency accounts we should like to 
have. But these are just names on these 
trust prospects cards with certain informa- 
tion noted regarding each. They are pros- 
pects of every bank in the city, some are 
ours for certain reasons and some are more 
logically those of other banks. 


Arousing the Interest of Prospects 
How can we best pique the interest of 
these desirable prospects? 1, through per- 
sonal solicitation by trust representatives; 
2, by direct mail; 38, by newspaper advertis- 

ing; 4, by billboards; 5, window displays. 
Through personal solicitation we discover 
a certain percentage not interested in anv 
trust plan or in the corporate executor; 
others have an inclination toward another 
institution and will not permit you to sell 
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your estate can be built 
towards one financial goal 


A Your Will 
’ Appomting this Company 


How Much Insurance 
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Business Insurance 


FIDELITY UNION TRUST COMPANY 


cThe Largest Bank in New Jersey 
Newark, NewJersey 


at Broad and Bank 


euntnse.us 
Reduced facsimile of an effective life insurance 


trust advertisement put out by the Fidelity 
Union Trust Company of Newark, New Jersey. 
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them; another per cent is yours. The process 
of selecting prospects or eliminating suspects 
through personal solicitation is a sure one— 
but how quickly the suspects can be elim- 
inated depends upon the number of salesmen 
ealling and the amount of calls they make. 
Even then I feel that when a salesman re- 
turns and says to drop this name or that the 
prospect might be sold by another person of 
our staff because personalities differ and 
where one salesman fails often another will 
“click.” 
Experience With Direct Mail 

Direct mail by mysterious means falls into 
the hands of young men and women writing 
out of curiosity; customers of other trust 
companies who reply in order to check up on 
the other trust companies they have named 
in their wills or trust agreements. But for 
the most part direct mail for trust companies, 
well devised, written to “sell goods” and di- 
rected to the right persons at the right time 
will bring quality inquiries. If the pros- 
pect writes for a book or for additional in- 
formation see that he gets it immediately. 
And after he gets the thing he has asked for, 
see that he is called upon in a reasonable 
length of time before he forgets what he 
wrote for or before a competitor gets in. 


Responses to Series of Big Sellers 

Let us for a moment take a look at the 
new business record of a leading trust com- 
pany which mailed a series of six letters 
addressed to a list of wealthy prospects, cus- 
tomers and non-customers of the bank. Each 
letter carried a return card requesting either 
further information or a eall. 

Of the leads received two per cent were 
discarded. Reason: one did not wish to be 
called upon. The other had already named 
the bank in his will. Ninety-eight per cent 
of the inguiries were assigned to salesmen. 

Note what happened to the assigned leads: 
Forty-nine per cent reported as no good. 
Three of these prospects listed N. G. had 
already named the bank in trust matters. 
Twenty-three per cent were found to be live 
prospects. Twenty-three per cent unreported 
to date. Four per cent were sold by sales- 
men. 


Results from Newspaper Advertising 

Now then what does the newspaper bring 
to the trust company in the way of pros- 
pects? It brings the new business men their 
widest variety of suspects for the newspaper 
is not a selective medium in any sense of 
the word. In a metropolitan area the prob- 
lem is greater than in the smaller cities for 
an inquiry received from a _ metropolitan 


IN CANADA 


The Royai Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $480,000,000. 


THE ROYAL TRUST CO. 


Head Office: 105 St. James Street, Montreal 
Branches 
Montreal 

Ottawa 

Quebec 

Saint John, N.B. 

St. John’s, Nfld. 

London, England 


Calgary 
Edmonton 
Halifax 
Hamilton 


Toronto 
Vancouver 
Victoria 
Winnipeg 





newspaper may defy any method of deter- 
mining its value. Often no trace can be 
had of the person’s worth. His address is no 
criterion for he may be rich but obscure. 
Great numbers of newspaper responses are 
from the idle curious—people of no means. 
If the newspaper advertising is properly 
pitched the idle curious can be reduced and 
quality inquiries produced. 

Sometimes it is better to make the entire 
solicitation by mail of an obscure inquirer 
rather than to take a chance on a fruitless 
personal call. You may lose some good pros- 
pects following this advice but names are 
not so scarce that you need worry. 


Leads from a Newspaper Campaign 


Now let us observe the experience of a 
trust company in handling leads obtained 
from a three-month newspaper advertising 
program: Twenty-nine per cent of the in- 
quiries were answered by mail and then dis- 
carded from further followup. These in- 
cluded inquiries from other banks, insurance 
companies and those received from distant 
points or from obviously blind addresses. 
Seventy-one per cent of the inquiries were 
assigned to salesmen. The history discloses 
the fate of the 71 per cent. Seventy-three per 
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Leadership 


COMPANIES 


Since the days of the Overland Trail, leaders have always 
arisen to point the way toward new accomplishment—to 
lead the way in the march of progress. 


The Bank of America of California, ranking foremost among 
the state banks of California, has been entrusted with the 


responsibilities of leadership. 
COMMERCIAL ::: 


SAVINGS -::: 


TRUST 


BANK OF AMERICA 


OF CALIFORNIA 
Resources More Than 400 Millions 


Head Office: 


660 So. Spring Street 


LOS ANGELES 


Northern California Headquarters: 


631 Market Street 
SAN FRANCISCO 


Branches Throughout California 


cent of the leads were reported No Good by 
solicitors. Some were from persons livinz 
in obscure or poor localities but who had to 
be called on to establish the fact they were 
not prospects. Others were from = students 
attending local law schools, attorneys, insur- 
ance men. A large percentage 
initiated through curiosity. Ten per 
were reported live prospects. Thirteen 
per cent were unreported. Four per cent 
were successfully closed. 


were those 
cent 


as 


Sane, Trite Suggestions 

In conclusion let me add these few words: 
a. Build up your lists carefully. Take your 
time. Know that the persons have means and 
then do your utmost to make many 
possible prospects for your services. 

b. Do not add names your lists until 
they have been properly evaluated. Just be- 
cause 3800 persons answer an advertisement 
is no reason for adding them to a list. Ninety- 
five per cent of them may he no good; ex- 
pensive to solicit when they are fruitless. If 
your advertising is pitched up to get quality 
inquiries you will receive quality inquiries. 
A mediocre newspaper advertisement, care 
lessly pitched, will attract the run of circu- 
lation. 

ce. Be sure your solicitor immediately gets 
his fingers on the financial pulse of the in- 


as 


to 


as 


quirer so you will learn at once whether the 
individual is a suspect or not. 

d. If you are after the higher unit of sale 
you will have more suspects than those in- 
terested in a lower minimum of wealth. 

e. Be on the lookout constantly for new 
names. Have a system that provides names 
of firms removing to your city; keep the 
latest club directories, civic and service or- 
ganization keep in constant touch 
with the legal fraternity and insurance un- 
derwriters. You men of the smaller 
have a comparatively easy job; those in 
larger centers do not have the same facili- 
ties for watching the changes in population 

f. An important file is your “dead _ file.” 
Keep this up and make constant use of it in 
checking prospects. It will save you many 
dollars in useless follow-up. 

Remember no name is a prospect until it 
has been definitely established that the per- 
son has means and that his business is un- 
attached. Then he becomes a prospect. Up 
to that time he is a suspect. Be careful how 
you select your suspects. A gocd majority of 
them will develop into legitimate prospects. 

Bo fe te 

The Florida Bank & Trust Company has 
been organized at West Palm Beach with 
capital of $100,000 and surplus $50,000. John 
J. Dutel is president. 


rosters ; 


cities 
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One of the World’s Greatest Banks 


HEN the Bank of Manhattan Trust Company was organized, there 
was only one other bank in New York City. The story of how it 
secured its charter is one of the most interesting chapters in American 
financial history. Today this bank is one of worldwide importance and 
York is proud that its product protects the funds of this great institution. 
The vault equipment installed by us for the Bank of Manhattan Trust 
Company comprises one of the most complete installations in the world. 
Each of the five vaults are protected by a specially designed steel lining, 
in which is incorporated “Infusite,” York's torch-resisting metal, together 
with other special materials capable of resisting any method of attack. All 
the vault walls contain a special type of concrete reinforcement. The 
safe deposit vault is protected with a vault entrance of the circular type, 
30 inches in net solid thickness, and 
ventilation is facilitated through special 
emergency doors of the same thickness. 
The security vaults and the trust 
vaults are protected by rectangular 
entrances each 30 inches in net solid 
thickness, and are equipped with 
emergency entrances of the same 
thickness. 
The vaults of this bank are an age 
defying testimonial to modern safety 
and to York excellence. 


YORK SAFE and LOCK 
COMPANY 


York, Pennsylvania 


One of the world’s tallest skyscrapers, the home of 
the Bank of Manhattan Trust Company. Below is 
— one of the York Vaults installed for this 
bank. 


PHILADELPHIA NEW HAVEN 
‘, BALTIMORE HOUSTON 
" BOSTON MONTREAL, CANADA CHICAGO 
NEW YORK HONOLULU, HAWAII CLEVELAND 
SEATTLE PARIS, FRANCE WASHINGTON 
ST. LOUIS HAVANA, CUBA LOS ANGELES 
SAN FRANCISCO TOKYO, JAPAN PITTSBURGH 
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hey passed through raging fire 


yet this bank's ledgers 
remained unharmed 


\¢ 


a = 


INE O’CLOCK ona 

recent morning at the 
First National Bank of Con- 
nersville, Indiana. Business 
as usual! Another routine day 
began. 

An hour later a wisp of 
smoke seeped up from the 
basement. An alarm sounded. Employees 
fled, stopping only to rush funds and secur- 
ities to the vaults. Four Safe-Ledger Trays, 
housing customers’ accounts, very quickly 
closed. 

Afternoon found only the walls of the 
bank building remaining. Yet buried under 
tons of debris three of the Safe-Ledger Trays 
were still intact, their precious contents un- 
harmed. A huge iron safe, falling from the 
floor above, had crashed onto the fourth 
Safe-Ledger Tray. But its contents were 
not destroyed...only slightly water soaked. 
Despite roaring flames, searing heat, dense 
smoke, falling walls and tons of water, this 
bank’s ledgers were ready for business the 
next day when temporary quarters were 
opened. 


Fire plays no favorites. Any 
day or night, your bank may 
be its victim. 24 hour pro- 
tection is necessary. Safe- 
Ledger Trays provide it. 
‘They are made for all stand- 
ard ledger sheet sizes and in 
sitting or standing height. 

They have all the convenience of uninsu- 
lated ledger trays ... p/us certified ability to 
pass thru severe fire without damage to 
their contents. 

Every day’s delay in placing Safe-Ledger 
Trays in your bank is a gamble with fre. 
Call the Remington Rand man now. Let 
him plan protection for your ledgers before 
it is too late. A phone call or post card 
will bring him to your desk without ob- 
ligation. 


Bank Department 


Remington Rand 


BUSINESS SERVICE 


BUFFALO, NEW YORK 


Sales offices in all principal cities 











DEFINITE TRENDS TOWARD INHERITANCE TAX 
SIMPLIFICATION 


ADVANTAGES TO TRUST OFFICERS AND LIFE UNDERWRITERS 


FRANKLIN W. GANSE 
John Hancock Mutual Life Insurance Company, Boston, Mass. 


(EDITOR’s NOTE: 


Mr. Ganse has been foremost among life underwriters in fostering 


enlightened cooperation with trust officers and in uniting the functions of life insurance 
In the following article he discusses the distinct drift in reciprocal 

legislation and recent court decisions which make for the elimination of multiple death 
duties and uncertainties growing out of transfer taxes imposed upon intangibles outside 
He views these developments as reducing sales resistance to 


and trust service. 


of the state of domicile. 
life insurance trusts.) 


HOSE who engage from time to time 

in the pleasant duty of estimating in- 

heritance taxes in advance, have nec- 
essarily for years past been dealing with the 
many complications and intricacies of in- 
heritance taxes and especially of those im- 
posed by outside states. Of course, we all 
realize that many important steps have been 
taken during the past five years to simplify 
outside state inheritance tax problems, with 
the result that the question is often asked 
nowadays by others, and perhaps with some 
frequency by one’s self, whether the inheri- 
tance tax field is not becoming so simple and 
understandable that the work of the trust 
officer or life underwriter who specializes 
therein will soon be no longer necessary and 
his occupation, and to some extent his com- 
pensation, may be gone after a little while. 


Eliminating Outside State Taxes 

We might as well admit that the salesman 
in these lines will use complications, if the 
case is complicated, to illustrate his points 
and lead to his sale. Thus many a prospect 
has, in the past few years, considered a life 
insurance trust for the purpose of covering 
the inheritance taxes upon his estate, be- 
cause he was first interested in eliminating 
in advance as many outside state taxes as 
possible. Now we seem to be coming to a 
time when there will be no outside state 
taxes on most estates unless they contain 
real estate or tangible personal property 
actually situated in an outside state or states, 
Must we look forward to that time as con- 
taining a liability for the man who is seek- 
ing to safeguard the estate against inheri- 
tance taxes by the use of life insurance and 
trusts? 

In recent conferences and conventions, and 


still more so in conversation, a note may be 
frequently discerned which seems to dread 
such a time of inheritance tax simplicity. 
In spite of widespread reciprocity there re- © 
main the nine non-reciprocal states, with the 
complications which they still make; and 
in spite of the decisions of the United States 
Supreme Court, handed down in January 
and May of this year in the Minnesota and 
Missouri cases, there will still be outside 
state inheritance taxes on corporation stocks 
to estimate and provide against for some 
time to come. But the trend of these de- 
cisions and of state legislation seems clear, 
and excepting for the outside real estate 
and tangible personal property, the day seems 
to be coming fast when the owner of the 
ordinary estate, even of large size, will only 
need to provide for death duties payable to 
the Federal Government and to his own 
state. 


Simplification an Asset to the Salesman 

Under these circumstances, the general 
rule should apply that, granted a real need 
which the salesman has the goods to cover, 
the simpler and more direct its presenta- 
tion can be made, the better chance there 
is to effect the sale. What a great advan- 
tage will follow, for example, if we come 
to the time when the prospect cannot reply 
to the inheritance tax approach by calling 
our attention to a change which occurred 
just a few weeks ago by legislation in the 
State of or a decision of the United 
States Supreme Court. Legislation and court 
decisions regarding inheritance taxes will 
undoubtedly keep coming until the end of 
time, but when the outside state problems 
are eliminated and the discussion comes down 
to federal and local state changes, the re- 
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sistance will also be largely eliminated; be- 
cause it is safe to say that in almost all of 
the states the federal and local state taxa- 
tion will remain for many years to come, 
subject only to the abolition of the federal 
estate tax. If that should be abolished, it 
would be only another, and the final step 
in the direction of simplicity. 


Standardizing Inheritance Tax Needs 

Consider the salesman’s position when he 
is able to point out to the large estate owner 
that his state has been imposing death 
duties for many years (specifying the num- 
ber), that they have continually increased in 
scope and amount, that it is perfectly simple 
to figure them out exactly on the estate as 
now constituted, and that they must be met 
either out of the estate as a capital tax or 
for the estate as an installment tax. 

This is no place to outline the various argu- 
ments, all of them of a comparatively simple 
nature, which can be used to advocate the 
payment of the inheritance tax out of in- 
come while living rather than out of prin- 
cipal later on. Included in such reasoning 
of course is the advantage of setting up such 
a trust as the present owner approves and 
with a trustee selected by himself. 

Probably those who are accustomed to the 
use of inheritance tax complications in so- 
liciting trust or life_insurance business will 


continue to use them as long as they last. 
The point of this article is simply to em- 
phasize that their departure should not be 
a cause for discouragement and smaller sales 
but should lead to successful interviews with 
a large number of estate owners who now 
put us off readily because of the changes 
which have occurred and are occurring in 
the inheritance tax situation and particularly 
in reference to the attitude of outside states. 
In the days to come it looks as though the 
need for life insurance trusts to safeguard 
the estate against inheritance taxes would 
get to be one which can be readily explained 
by any intelligent representative of either 
group and on which a decision can be politely 
forced because the need and the amount will 
be quite definite and the question before the 
house will simply be whether it is not best 
to provide for it in advance through the 
automatic method of the life insurance trust. 
Thus negotiations and sales in this impor- 
tant department will cease to require the 
services of a tax expert, and become stand- 
ardized, in the good sense of that word. 


Charles G. Dawes, honorary chairman of 
the Central Trust Company of Chicago and 
United States Ambassador to England, has 
received an honorary degree of Doctor of 
Laws from the University of Cambridge, 
England. 








SAFEGUARDS AND ESSENTIALS IN THE COMPETENT 
HANDLING OF ESCROWS 


LIABILITIES ARE REAL AND MUST BE RECOGNIZED 


WALTER M. DALY 
President of the Title and Trust Company, Portland, Oregon 


(Epitor’s Nove: 


While the use of escrows has simplified the selling and mortgaging 


of real estate, there are many hazards involved which renders it necessary for the bank 
or trust company offering escrow facilities to provide competent handling. In his recent 


paper presented at the annual convention of the Oregon Bankers Association, Mr. 


Daly 


offers sound advice which is predicated on actual experience. ) 


HERE is probably no service offered 

by the average sized bank that receives 

less consideration than the handling of 
escrows. The department, if you can eall 
it a department, in many cases is considered 
a necessary evil. There is no effort made to 
furnish adequate service and apparently no 
desire to put it upon a paying basis. There 
may be many reasons for this condition 
among which may be the lack of demand for 
escrow service, the expert attention which 
must be given to it, and the liability in- 
volved. 

An escrow may be described as “where 
two or more persons deposit money and 
instruments with a third party to be deliv- 
ered on a certain contingency or on the 


happening of a certain event; such money 


and instruments are said to be ‘in escrow 
and the person with whom they are de- 
posited is said to be the ‘escrow holder.’ ” 


Classification of Escrows 


Eserows handled by banks and trust com 
panies may be Classified as (1) escrows that 
cover personal property and (2) escrows that 
cover real property. Escrows that cover per- 
sonal property are the deposit of bonds, 
stocks, notes, bills of sale, interest in busi- 
securities of various kinds to be 
delivered to a third party upon the payment 
of a sum of money or the delivery of other 
property, or the happening of a certain 
event. Often these escrows are simple and 
many times handled in the collection de- 
partment. This, however, is a bad practice 
for no matter how simple the escrow is. 
there is not the proper protection which 
should surround every transaction in the 
nature of an escrow. 


nesses or 


Sometimes these escrows are very compli- 
cated, such as the reorganization of corpora- 


tions, the exchange of stocks for bonds, or 
stocks for stocks. It is then that the real 
difficulties in the escrow service are shown. 
These must be handled with the greatest of 
care by competent people who are capable 
of exercising good judgment. Sometimes sim- 
ple escrows are handled as closed escrows, 
that is, the papers are deposited in a sealed 
envelope, the envelope to be delivered in 
accordance with the instructions of the par- 
ties. This practice is extremely dangerous 
and should never be used except in cases 
of real necessity, and with the precaution 
that the bank has witnesses as to the con- 


WALTER M. DALY 
President, Title and Trust Company, Portland, Ore. 
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tents of the envelope. Secret formulas and 
the like may be handled in this manner. 


Court Decision Shows Need of Caution 

If there is any banker who has made a 
practice of handling escrows in this manner, 
I would call his attention to the case of the 
Citizens’ National Bank vs. Davisson (229 
U. S. 212). <A contract for the sale of land 
and a purchaser’s check were deposited with 
the banker and a memorandum was made 
upon the envelope stating that the contract 
and check were held in escrow until a cer- 
tain date, pending the furnishing of an ab- 
stract of title, a favorable report thereon, 
and final settlement. The purchaser at- 
tempted to repudiate the contract before there 
was any default on the part of the vendor. 
The bank returned the check to the pur- 
chaser. 

The court held that the memorandum was 
not a complete expression of the agreement 
by the parties. but must be read in connec- 
tion with the contract of sale, and the banker 
being a stakeholder for both seller and pur- 
chaser, should not return the check to the 
purchaser after the date fixed by the memo- 
randum but while the seller was doing all 
he was called upon under the contract to 
make good title. It was immaterial that 
the officers of the bank had not read the 
contract or knew its terms. 

Owing to the ease with which personal 
property can ordinarily be sold, it is diffi- 
eult for a bank to build up a volume of 
escrow business of this character and in 
communities where escrows have become a 
real factor, it is through the closing of real 
estate sales and real estate loans. 

In southern California a large percentage 
of the real estate transactions are closed 
through the escrow departments of banks or 
title companies. Practically every branch 
bank in southern California has a_ well 
equipped escrow department. You will note 
from the definition of an escrow that it was 
the delivery of deeds or other conveyances 
that the writer seemed to have in mind and 
the real need for escrows comes from dan- 
gers that arise to the parties of a real es- 
tate transaction between the time of the 
search of the title and the delivery of the 
papers, and the paying of the money, and 
from the complications 


in closing even an 
ordinary sale, exchange or loan. 


Numerous Liens Attaching to Real Property 
In the early days about the only liens 
which attached to real property were taxes 


and mortgages. Now we have judgments, 
attachments, levies, stray instruments, taxes, 


special assessments, mechanics’ liens, earwig 
and weed removal liens, conditional sales con- 
tracts, inheritance taxes, income taxes, wa- 
ter charges, and many others. In order that 
no time may exist between the date of the 
search and the date of closing during which 
time liens or incumbrances may attach, or 
the title may be clouded, the papers of the 
seller and the cash of the purchaser are 
deposited with the escrow holder so that 
when the title is searched and found clear, 
all papers may be filed in the public records 
and the money paid over to the proper par- 
ties without an opportunity for the title to 
become impaired. 

Under the ordinary method of closing a 
real estate sale it is very easy for some per- 
son to await the proper time and file a tran- 
seript of judgment, an attachment, a mort- 
gage or a deed, and the purchaser having paid 
his money awakens to find that he did not 
get his property as he had bargained, but 
that it is burdened with liens or incum- 
brances of which he had no notice. 

Some time ago in Portland, for example, 
a property was sold and the sale closed as 
many are. A title insurance policy was or- 
dered and a preliminary report was issued 
which showed the title clear except for a 
mortgage. A time for meeting was arranged 
and the deed delivered and the purchase 
price paid. A few weeks later the purchaser 
learned that the very day they were clos- 
ing, a lien notice was filed for unpaid in- 
come taxes of the seller. The seller had paid 
out the funds he had received and the pur- 
chaser was unable to collect. A rather costly 
lesson which could have been avoided. 


Simplifying the Selling and Mortgaging of 
Real Estate 

As the clearing house has simplified the 
cashing of checks so the escrow has simpli- 
fied the selling and the mortgaging of real 
estate. Let us consider an ordinary sale. 
A seller desires to sell his property which is 
subject to a first and second mortgage, city 
liens and taxes. <A realtor finds a buyer 
who arranges a new loan, which loan together 
with the buyer’s cash is sufficient to pay the 
two mortgages, the city liens and taxes, and 
give the seller his equity in cash. You will 
agree that transactions of this kind are coa- 
sidered simple and are occurring every day. 
The new mortgagee should not advance his 
money until he knows that his mortgage will 
be a first lien and the purchaser should not 
put up his cash until he knows that he will 
get his property subject only to the first 
mortgage. The seller cannot pay the mort- 
gages, city liens and taxes as he has not the 
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money and must use the cash he is going 
to get from the purchaser and new mort- 
gagee. 

By using an escrow, the deed to the buyer, 
the of the two mortgages now on 
the property, the new mortgage, the cash of 
the buyer and the cash of the new mortgagee 
are deposited with the bank or trust com- 
pany. The title is searched by the title com- 
pany to the very minute of recording. The 
cash is disbursed according to the instruc- 
tions; the realtor’s commission is paid; prop- 
er adjustment is made of rents, fire insurance 
and water charges. Title fees, recording 
fees and incidentals are paid. There has been 
no chance of loss to any of the parties and 
the problem has become simple. 


releases 


Close Cooperation With Local Title 
Company 

One thing is necessary in handling escrows 
of this kind, and that is the closest coopera- 
tion with your local title company, for you 
must depend on the title company to give 
you a clearance that no liens or incumbrances 
have attached during the gap, or that any- 
thing else has happened to the title to the 
detriment of the purchaser. If your local 
title company issues policies of title insur- 


r 


OF CHECK PROTECTION 


ance, the papers can be forwarded to it with 
a letter of instructions to file if there is no 
change in the title since the date of their 
preliminary report. 

In handling escrows covering either per- 
sonal or real property the greatest of care 
is necessary in order to completely carry 
out the instructions of all parties. There 
must be a complete meeting of the minds, and 
the escrow instructions of all parties must 
coincide so there will be but a single con- 
tract. If there are any discrepancies in the 
various instructions so that there is not a 
complete meeting of the minds, there is liable 
to be a loss to one of the parties. If any 
of the parties suffer damage because of er- 
rors on the part of the escrow holder, or of 
failure to handle the escrow in a _ proper 
and businesslike manner, or if all the phases 
of the transaction are not carried out, or 
if the property is delivered to the wrong 
party, or there is a delay in the payment 
of mortgages, taxes or other liens which 
cause a loss of interest, or if the escrow 
holder does not act strictly in accordance 
with the instructions and any of the par- 
ties suffer loss, the escrow agent is liable for 
the losses suffered and the parties can col- 
lect damages. 
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Liabilities Enforced by Courts 

In a North Dakota case a bank delivered 
papers in violation of written instructions 
and was held liable for the full. amount of 
money specified in the instructions. In a 


Minnesota case, a real estate agent, having 
received a note and check in escrow to be 


delivered to a vendor only after the pur- 
chaser had received a report on the land 
that he was purchasing, was held liable for 
the face value of the note and check where 
he delivered such instruments before report 
had been made. 

In an Indiana case, a promissory note was 
delivered to an escrow holder for delivery 
to a payee when certain conditions were 
complied with. He was held liable for hay- 
ing delivered it without requiring compli- 
ance with the conditions and it passes into 
the hands of a bona fide holder. In a Texas 
case, an escrow holder was held liable where 
he paid a deposit over to a seller who was 
unable to convey clear title. In Idaho, a 
bank was held liable where a seller de- 
posited a certain assignment of contract and 
warranty deed to the bank in escrow and it 
delivered them to the purchaser in violation 
of the escrow agreement. 

The handling of escrows is a very seri- 
ous business. Every precaution should be 
taken to see that they are properly handled 
and that all written instructions are carried 
out to the very letter. Do not take a verbal 
instruction under any conditions. If the 
written instructions are prepared outside of 
your bank, see that they are in words suffi- 
ciently clear to leave absolutely no doubt as 
to their meaning. It is better to prepare 
your own instructions so that they will be 
in your own language and so that proper 
protective clauses can be inserted. These 
clauses are for your protection but also 
serve to give notice to all parties as to 
just how much protection the escrow will 
give them. 


Carrying Out All Instructions 

An escrow holder does not act in a judi- 
ciary capacity, and if there arises any doubt 
as to the instructions, amended instructions 
should be obtained. If this cannot be done, 
or if there arise disputes between the par- 
ties, it is often advisable to turn the escrow 
over to the courts and let the courts settle 
the disputes. If you are going to do an 
escrow business you must knowingly assume 
full responsibility for carrying out all in- 
structions, and you should realize that you 
are liable for loss if you fail to do your 
duty. 

This is a reasonable condition, for if any 
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bank or trust company sets itself up to the 
public: as being competent to render this. or 
any other service and then fails to render 
it in a proper manner, it should take the 
consequences. Under these conditions, is it 
best to avoid handling escrows and restrict 
the services you can render your customers? 
I would say no. Go into the business in a 
wholehearted manner; try to build up a real 
department; put it into the hands of compe- 
tent people; and charge adequate fees, not 
fees that are too high but those which are 
sufficient to compensate you for the cost of 
operation, overhead, and which will also cre- 
ate a reserve to take care of losses which 
will undoubtedly come. 
Charging of Escrow Fees 

There are two methods employed in the 
charging of escrow fees: One is based upon 
the amount of work and the value of sery 
ice combined; the other based solely on the 
amount involved. The first is indefinite and 
in many great deal of work is re 
quired when the amount involved is small, 
and in these « ses the parties cannot pay 
an adequate fee. Under the second system 
the fee is based solely upon the value of the 


sases 1 


property or the amount of cash handled 
Those that have escrows in which large 
amounts are involved pay more than those 
where smaller amounts are involved even 
though the amount of work is less. 

The fee is based upon the value of the 
service. This system is used in a number 


of large cities and I believe has proven sat- 
isfactory. In some cities of the country the 
minimum escrow fee is $10, in others $12.50 
and in one the minimum is $30. In Port- 
land the escrow fee adopted by the Trust 
Association is $1 per $1,000 up to $25,000 
and $0.50 per $1,000 over $25,000, with a 
minimum fee of $7.50. 

If you build up a substantial escrow busi- 
ness in your community you will not only 
have a profit from the fees received but you 
will find that a substantial fund will re- 
main upon deposit with you. While ordinarily 
escrows are closed promptly, there are many 
that remain open for weeks or months, and 
the use of this money is an asset to a bank. 


It is also important in the handling of es- 
crows to keep proper records. Each escrow 
should be in a separate file and a proper 
index maintained so that any one may be 
referred to in a moment’s notice. You will 
often be called upon in after years to furnish 
information as to the disposition of papers 
or the payment of funds in many of those 
which you have handled. It is often of value 

(Continued on page 131) 
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Because they provide a complete and thoroughly safe- 
guarded method of keeping all necessary records. 


Because the records made by these machines are 
uniform, unchangeable, easy to read and neat. 


Because experience has proved that these machines 
enable a department to handle a given volume of 
business with fewer people, in less time and with 
greater satisfaction for the client and for the institu- 
tion than ever before. 


Our Accounting Machine representative in your city 
will be glad to demonstrate this machine. 


THE NATIONAL CASH REGISTER COMPANY 


World’s Outstanding Producer of Accounting Machines and Cash Registers 
DAYTON, OHIO 
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To industries, individuals and 
correspondents desiring a contact 
with the great industrial region of 
lower Michigan, the financial insti- 
tutions affiliated in the Guardian 
Detroit Union Group can be of 
service. They offer the advantages 
of strategic location in the key 
cities of this area—the varied con- 
nections of the directorates of all 
institutions—aggregate resources 
exceeding $500,000,000—and 
complete banking, trust and invest- 
ment facilities. These advantages 
can be obtained through a connec- 
tion with any of the leading 
Michigan banks, trust companies 
and investment organizations 
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LEGAL AND PRACTICAL PITFALLS IN ACCOUNTING 
BETWEEN LIFE TENANT AND REMAINDERMAN 


AMORTIZING PREMIUMS AND ACCUMULATING DISCOUNTS 


JUDGE H. L. STANDEVEN 
Executive Vice-president, Exchange Trust Company, Tulsa, Okla. 








(Epiror’s Note: Jn the previous issue of Trust COMPANIES appeared the first part 
of Judge Standeven’s scholarly paper in which he discusses the various problems and 
dilemma’s with which trust officers are frequently confronted in accounting and in appor- 
tionment of receipts and charges in handling trust funds and es between the interests 


of life tenants and remainderman. 
to dividends from corporate stocks.) 


N discussing legal pitfalls in accounting 

between life tenant and remainderman 

we shall consider rules of accounting to 
be observed by the trustee in the purchase 
of bonds for the trust estate. The fiduciary, 
under modern commercial conditions, is often 
required to invest the trust funds in securi- 
ties which are selling at a premium or at a 
discount. 

The question inevitably arises as to wheth- 
er the loss or gain should fall upon the life 
tenant or the remainderman. In the case 
of bonds purchased at a premium, the almost 
universally accepted rule is to allow the trus- 
tee to amortize the premium—that is, put a 


periodical charge upon income so that at 
the maturity of the bonds the amount 


charged to principal will represent only the 
face value of the security. The advisability 
of amortizing the premium, rather than 
charging the whole sum at once to income, is 
apparent. If the trustee were to charge the 
entire premium to income immediately, the 
life tenant would be deprived of a consider- 
able amount of income in the present that 
should not be deductible for years to come. 
Furthermore, if a life tenancy should termi- 
nate before the maturity of the bonds, the 
remainderman would have been unduly en. 
riched at the expense of the life tenant. 

A few cases, particularly in Kentucky and 
Pennsylvania, have refused to amortize on 
the ground that the premiums are not paid 
to secure greater income, but usually repre- 
sent safety and permanency of investment, 
and are, therefore, for the benefit of the re- 
mainderman rather than the life tenant. 
In most jurisdictions, however, the general 
rule of amortization prevails. 


Discounts Credited to Life Tenant 
It would seem that, in order to approxi- 


In the previous article the discussion related chiefly 


mate justice between the life tenant and the 
remainderman, discounts on bonds should be 
credited to the life tenant if we debit the 
premiums to him. In fact, the reasoning of 
the amortization case has been adopted by 
many writers, who have maintained that the 
converse of the proposition should be true— 
that is, that discounts should be accumu- 
lated for the benefit of the life tenant. The 
question, strangely enough, was never direct- 
ly before a court of law until 1926. In that 
year, the Supreme Court of California con- 
sidered the question squarely, and, to the 
amazement of most writers on the subject, 
this court refused to allow the life tenant 
the benefit of such a discount. The decision 
was all the more unusual, because a few 
years earlier, in a case involving the same 
estate, the California court had authorized 
the deduction from income of premiums on 
bonds. It was manifestly unfair to refuse 
the life tenant the benefit of the discount, 
and we believe it is worth while here to out- 
line briefly the history of these cases. 


The Famous Gartenlaub Case 

The first case, which bears the name of 
Estate of Gartenlaub, was decided by the 
California Supreme Court in 1921. The dece- 
dent, Gartenlaub, devised and bequeathed the 
greater part of his estate in trust to the 
Union Trust Company of San Francisco, em- 
powering the trustee to convert the estate 
into money and invest in certain described 
bonds. By the terms of the will the trustee 
was directed to pay to the wife of the tes- 
tator monthly, during her life, three-fourths 
of the “entire net income, revenue, and profit 
of every kind arising from said estate,’ with 
remainder over. The wife appealed from an 
order of the Superior Court of San Fran- 
cisco, settling the annual account of the trus- 
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tee, on the ground that the trustee had erro- 
neously deducted certain sums from income 
and credited to principal. The sums deducted 
represented sums taken by the trustee from 
the income to provide a sinking fund to take 
care of premiums paid on bonds purchased 
from the trust fund. The court adopted the 
rule that 


“In the absence of a clear direction in the 
will to the contrary, where investments are 
made by the trustee, the principal must be 
maintained intact from loss by payments of 
premium on securities having only a definite 
term to run.” 


It was said that the ostensible interest 
yielded by the bond could not be considered 
entirely as interest on the face value of the 
bond, for a sum in excess of that face value 
had gone into the investment, and that a 
portion of the nominal interests was, there 
fore, a repayment of the premium. A few 
years after this decision, another annual ac 
count of the trustee was appealed from by 
the same life tenant, because the trustee re- 
fused to allow her the profits made by the 
purchase of bonds at a discount. In this 
case the life tenant asked that, since in the 
previous case the court had allowed the 
amortization of premiums for the benefit of 
the remainderman, justice demanded that it 
should then allow accumulation of discounts 
for the benefit of the life tenant. 

The court refused to adopt this reasoning, 
and held that the remainderman should again 
have the benefit. It was said that the 
amount of the discount remained in the 
hands of the trustee in the form of unin- 
vested corpus and could not, in the nature 
of things, be considered a part of the profits 
or income therefrom. The court apparently 
misses the point that the trustee will likely 
invest this discount in more bonds, and the 
corpus of the estate will, in fact, be enlarged 

The life tenant, furthermore, urged that 
discount bonds would have a lower rate of 
interest, but the court denied this in the face 
of all contrary assertions of both accountants 
and students of finance. It would seem to 
be elementary that both sound theory and 
equitable considerations would have required 
the court to recognize the accumulation of 
discounts as well as the amortization of pre- 
miums. Such a rule gives the trustee a defi- 
nite and practical guide, which is reasonably 
fair to all parties concerned. Absolute jus- 
tice would, of course, be impossible if we 
consider the fluctuations in the price of bonds 
during the period they are held by the trus- 
tee, but the trustee should not take advan- 
tage of such fluctuations to speculate in buy- 
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ing and selling the trust securities. 


Hence 
the rule contended for would certainly bring 
about as complete equality as possible under 


the circumstances. In any case, we think if 
is very likely that when a similar question 
with respect to accumulation of discounts is 
again presented to an appellate court the 
Supreme Court of California will be reversed. 


Oil and Gas Royalties 

The distribution of royalties on oil and 
gas properties is a matter of considerable 
importance in a number of our states. The 
trustee is called upon to decide whether or 
not he will give to the person entitled to the 
income all the income from royalties which 
may accrue during the continuance of a given 
estate. In considering the problems of oil 
and gas royalties, courts have invariably fol- 
lowed the rules which have been followed 
with respect to other minerals. All minerals 
are considered a part of the heritage, and 
the removal of them diminishes by so much 
the value of the land—it is a destruction of 
the corpus of the estate, and, logically, the 
trustee, or other fiduciary, must account to 
the principal or remainderman for such de- 
struction. 

The general rule appears to be that the 
life tenant has no authority to exploit oil 
and gas resources, or to authorize another 
to do so, unless permission is granted by the 
person creating the life estate. Such permis- 
sion may be a formal authorization contained 
in the instrument creating the estate, or it 
may be found in the fact that the settlor 
had opened or authorized the opening of 
mines before he created the estate, and that 
he must have intended the life tenant to re- 
ceive the benefit. Therefore, if the testator or 
settlor, prior to the creation of the estate, 
has opened oil and gas wells, or has made 
a lease which contemplates opening such 
wells, the entire royalty or income is pay- 
able to the person who is entitled to the gen- 
eral income. In such case the remainder- 
man gets no royalties, except those accruing 
after the termination of the life interest, and 
it appears to be immaterial that the oil and 
gas resources may be entirely dissipated by 
the life tenant. 

Where the wells were actually opened and 
in operation when the life tenancy began 
there can be no doubt that the testator in- 
tended the life tenant to have the entire bene- 
fit of the royalties and the courts so award 
them. And, as we have pointed out, there are 
circumstances under which the wells may 
be opened for the benefit of the life tenant 
because of some act by the original owner or 
settlor. These are ordinarily cases where a 


es a 
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lease has been 


valid 
opened prior to the commencement of the life 


made but no wells 
tenancy. In many of the cases the life in- 
terest is held without intervention of a trust, 
but none of the cases has appeared to turn 
upon any distinction in that respect. Accord- 
ingly, rules with respect to life tenancies gen- 
erally are applicable to tenancies held under 
a trust. Thus, where the owner of land, after 
leasing it for oil and gas, conveyed it to his 
children, reserving to himself a life interest 
in it, it was held that he was entitled to the 
royalties under the lease. 


Cases Contrary to General Rule 

There are a number of cases which appear 
to be contrary to the general rule, but which, 
in fact, merely carry out the obvious intent 
of the settlor. Such a case was decided by 
the Circuit Court of the United States for the 
Northern District of Ohio in 1893, where the 
will gave to the trustee general powers of 
management and control as the testator him- 
self would have were he living. The chief 
value of the lands in question was in the 
coal under the surface, but there appeared 
to be no specific drections for coal leasing. 
The executor executed a lease on the coal 
lands, and it was held that the royalties ob- 
tained from the coal should be awarded to 
the income and not to the principal of the 
estate. 

To the same effect is a Pennsylvania case. 
where the land was valuable only as coai 
iand, and the executors were given power te 
collect and give all income of the estate te 
the testator’s wife, and were, furthermore. 
given power to sell or lease the lands as they 
thought best. It was held that the power to 
lease gave them the power to lease for min- 
ing purposes, although no mine had ever been 
opened on them prior to the death of the 
testator, and that the rental arising from 
such a lease went to the life tenant as in- 
come. These two cases seem to go to the 
extreme limit in awarding royalties to the 
life tenant although the trustee or executor 
is given only general powers of leasing and 
control. The explanation is, of course, that 
the courts, after considering all the facts and 
circumstances, believing it was the intention 


of the testator that the life tenant should 
receive the royalties. 
In another Pennsylvania case a married 


woman, joined by her husband, conveyed cer- 
tain lands to trustees, with power to 
for mining and other purposes. The income 
from the property was to be paid to the 
woman, who agreed to support the children 
of the marriage. The property was used for 


lease 
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agricultural purposes and netted only a few 
hundred dollars each year. After the creation 
of the trust the trustees leased the coal lands, 
realizing an income of several thousand dol- 
lars each year. It was held that the money 
received for such was income to be 
paid to the life tenant, because otherwise the 
education and support of the children could 
not be accomplished, since the agricultural 
income was quite insufficient for these pur- 
poses. 


leases 


Stating the Law 

From these cases it would seem that the 
law may be thus stated: If the wells are 
opened, or a valid lease is made, by the cre- 
ator of the trust, the life tenant is entitled 
to the oil and royalties. Even if no 
lease is made by the settlor, the life benefi- 
ciary may yet be entitled to the whole of the 
royalties if the trustee or other fiduciary is 
given authority to lease for such purposes 
(or perhaps for any purpose), or is instructed 
to manage and control the property in th? 
same manner and with the same freedom as 
it he were the settlor himself. This is espe- 
cially true if the payment of the entire roy 
alties to the life tenant is necessary in order 
to carry out the wishes of the settlor with 
respect to the education and support of the 
life beneficiaries. In passing, it is appropri- 


gas 
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ate to remark that once the right of the life 
tenant to the royalty is established no limit 
is placed upon the right, and he may keep 
all such royalties, even though they represent 
the whole of the oil and gas resources which 
have been exhausted. 

Where no wells have been opened, no 
leases made, and no authority given, the 
trustee or other fiduciary to make leases, the 
life tenant is not entitled to the royalties. 
He may claim only the interest upon them 
invested for his benefit. The royalties in 
such case represent a part of the corpus of 
the estate, not having been severed therefrom 
by any act or instruction of a settlor or tes- 
tator. 


Increases in Live Stock and Personal Property 


There are, of course, enumerable situa- 
tions in which the trustee has the duty of 
making a division of charges between the 
life tenant and the remainderman, and it is 
obyiously impossible for us to discuss all 
these situations in the space allotted us. We 
can only refer to some of the major conflicts 
and to some of the more frequent problems. 
Some of these problems are fairly well set- 
tled, and we mention them only in passing, 
with occasional references to any unusual 
variations. Among the accepted rules in the 
administration of trusts is that which holds 
that increases in farming stock and such per- 
sonal property accrues to the life tenant, 
since he is under no duty to make such 
increases. 

It is interesting to note in this connection 
that in some of the southern states the in- 
crease in slaves was awarded to the remain- 
derman. With respect to improvements on 
real estate, it is a well settled rule of prop- 
erty law that all such improvements made 
by the life tenant will accrue to the remain- 
derman. This observation brings to mind the 
query, whether the trustee must pay for the 
repairs of the estate out of the income. The 


trustee’s conduct in this respect should be 
governed by the general laws which deter- 
mine the correlative rights of life tenants 
and remaindermen. 

Generally it is said that a life tenant is 
charged with such ordinary repairs as are 
necessary to keep the property in as good 
condition as when he received it. It does 
not follow, however, that income should be 
charged with permanent improvements which 
will accrue to the benefit of the remainder- 
man or to permanent alterations upon a trust 
property. The trustee must pay for such 
improvements or changes from the capital, 
provided, of course, he has authority to use 
capital for such purposes. In this connec- 
tion, it has been held than changing a build- 
ing from a dwelling house to a store or hotel 
falls in the category of permanent improve- 
ments chargeable to corpus, while repairing, 
replumbing and such repairs are chargeable 
to income. Obviously it may be difficult at 
times to determine what are permanent im- 
provements as contrasted with ordinary re- 
pairs. It is a question of fact, depending 
upon the circumstances of each individual 
case, and upon the language of the settlor, 
and it would be idle for us to attempt at 
this time to make any enumeration which 
would be helpful to the trustee in determin- 
ing the nature of the particular transaction. 


Insurance 

The trustee may be called upon to decide 
who shall pay for insurance upon property 
which may constitute the whole or a part 
of the trust res. We are not here concerned 
with the insurable interests or rights of the 
parties, but rather with their duties. Ordi- 
nary prudence and business foresight will 
prompt the trustee to effect insurance upon 
the property, and, in fact, it is his duty to 
do so. He may be uncertain, however, wheth- 
er he is justified in charging the premiums 
entirely to one or to the other, or whether 
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he should apportion them between the par- 
ties. It has been said that ordinarily a 
trustee, who holds the property for life ten- 
ant and remainder, having the duty to in- 
sure, may charge the premiums of such in- 
surance to the income as one of the ordinary 
expenses of management and upkeep of the 
property. 

There is, however, some obscurity in the 
cases, whether the entire cost is chargeable 
to income, although the insurance covers the 
interest of both life tenant and remainder- 
man. Usually the testator or settlor has in- 
dicated no intention, and, theoretically, it 
would seem that the remainderman should 
bear his portion of the expense. It is be- 
lieved, however, that the courts usually go 
on the theory that it is more in accord with 
common experience to suppose that the tes- 
tator contemplated that the cost of insurance 
would, like taxes and interest on incum- 
brances, be a charge necessary for the main- 
tenance of the estate, and, therefore, charge- 
able to income. It would certainly seem that 
if the insurance is necessary to keep a mort- 
gage alive that income must pay it. The 
Supreme Court of Washington in 1914 held 
that the true solution of the problem was to 
be found in the answer to the question, 

“To whom will the benefit inure—if the 
insurance benefits solely the life tenant, then 
the tenant must pay the premium, if to the 
remainderman, then he must pay it; if to 
both the tenant and remainderman, it must 
be apportioned between them.” 

The effect of such a test was somewhat 
qualified by the further remark that since it 
is the policy of the law to keep an estate 
intact for the remainderman, and since the 
benefit derived from the insurance, under the 
doctrine of property, would inure solely io 
the benefit of the life tenant, the life expec- 
tancy of the life tenant being the same as 
that during which it was estimated the build- 
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ings would last, it was adjudged that the 
life tenant should bear the burden. The 
courts of New Jersey and Pennsylvania seem 
to favor an apportionment between the life 
tenant and the remainderman. This is per- 
haps a fair rule, but it places a burden upon 
the trustee of deciding when the insurance 
inures to the benefit of the remainderman. 
The simpler procedure seems to be to charge 
it to income as one of the ordinary expenses 
of upkeep and management. 


Duty of Life Tenant to Pay Taxes 

The duty of the life tenant to pay taxes 
on trust property is prescribed by statute in 
some jurisdictions. Even in the absence of 
such a statute, the ordinary taxes are charges 
on the life estate to be paid out of income, 
and it has been so held, although the estate 
consisted of some unimproved and unproduc- 
tive lands. Ordinarily the courts do not 
favor an apportionment where the life tenant 
dies before the end of the year for which 
taxes are assessed. Pennsylvania, however, 
appears to favor such an apportionment. 


Inheritance Taxes 

Inheritance taxes on the interest of the 
life tenant are payable out of: the income. 
while such taxes on the interest of the re- 
mainderman are payable out of corpus. This 
is in harmony with the theory that inherit- 
ance taxes are taxes upon the privilege of 
succession rather than upon fund inherited. 
Where the inheritance tax is in the nature 
of a transfer tax to be paid immediately 
upon the testator’s death, the New Jersey 
courts have held that the corpus is liable for 
the tax on the life estate. The court reasons 
that the legislature intended that this source 
of state income should be definite and cer- 
tain and should not be delayed or defeated 
by any contingency. As a matter of fact, the 
act provides that this tax must be paid be- 
fore the executor delivers any property to 
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the life tenant or other beneficiary. With 
respect to income taxes, state statutes usu- 
ally provide for the taxation of the incoms 
received by the beneficiary from a trust es- 
tate. Naturally this tax should be paid from 
income. There are no decisions by the courts 
which relate to the payment of income taxes 
on trust estates except perhaps the case of 
In re King, decided by a lower court in New 
York in 1927. This case simply holds that 
income taxes paid on income from an estate 
are properly charged against principal sv 
far as they are imposed upon income or prof- 
its made by the estate not distributed nor 
distributable to the life tenant. It would 
follow inevitably from this decision that the 
life tenant must pay income taxes where the 
profits or income are distributed or distribu- 
table to him. 
Brokerage 

Some courts hold that brokerage charges 
which are incurred in the investments or re- 
investments made by the trustee are to be 
charged to capital or income, according to 
the reason for which the investment was 
made. For instance, if the purchase is in 
accordance with the provisions of the will! 
or trust instrument for the purpose of con- 


verting the property into the form authorized 
by the said instrument, the expenses of mak- 
ing the change should be paid from the 
corpus. On the other hand, if the sale is 
merely for the purpose of changing the in- 
vestment, it is an ordinary expense of man- 
agement and is chargeable to income. It has 
been suggested that the usual practice among 
trustees is to pay brokerage charges from 
capital. In Massachusetts it has been held 
that such charges should be payable from 
income, and this rule was applied to a large 
commission payable upon the sale of real 
estate. Since that decision the legislature of 
Massachusetts has provided by statute thac 
trustee’s, broker’s commissions and other ex- 
penses properly incurred and paid to the 
trustee for and in connection with the sale, 
exchange or purchase of property shall be 
charged to principal. This obviates 
necessity for distinguishing sales for the 
purpose of making authorized investments 
and mere changes in investments. 


any 


(Epiror’s Notre: Jn the next issue of 
TRUST COMPANIES will be published the con- 
cluding portion of Judge Standeven’s paper 
in which he discusses the proposed Uniform 
Principal and Income Act.) 
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COURT SUSTAINS TRUSTEE IN DISPOSING OF STOCK BELOW 
HIGHEST POSSIBLE MARKET 


Among the recent cases attempting to sur- 
charge corporate fiduciaries for their han- 
dling of investments is the recent ruling of 
the Surrogate’s Court of New York County 
in the Estate of William Hall. The court 
held that a trustee will not be surcharged 
when, in good faith, it sold a large block of 
stock privately at a price which was lower 
than that at which the stock subsequently 
sold. 

liere the trustee held 6,034 shares of East- 
man Kodak Company in the early part of 
1922, long before the stock had been split 
ten for one and before wide distribution had 
been secured for it. At that time the stock 
was held practically entirely in Rochester, 
N. Y., and an offering of even 100 shares 
in the current market would, in the opinion 
of eminent security experts whom the trus- 
tee consulted in the matter, have broken 
the market. A sale of all of the holdings 
under these conditions would have been im- 
possible except at discouragingly inadequate 
prices. The testator had been aware of this 
fact and in his will cautioned the trustee to 
use extreme care in disposing of his holding. 

At a time when the stock showed a profit 
to the trust in excess of one million dollars, 
it was deemed advisable to dispose of the 
holding. After numerous conferences with 
the experts mentioned above, it was deemed 
expedient to sell the stock to a 
which would in 


syndicate 
turn dispose of the stock 
to its clients. The sale price to the syndi- 
cate was about $662.50 per share. Imme- 
diately before that a few sales of hundred 
share lots had been consummated at $700 
per share. About five months later the syn- 
dicate sold part of the stock at an average 
price of $883.88 per share and this action 
was brought to surcharge the trustee wich 
the difference between the price at which it 
sold to the syndicate and the price at which 
the syndicate resold privately five months 
later. 

In holding in favor of the trustee, Surro- 
gate O’Brien observed in part: 

“The trustee had before them on the one 
side the knowledge of the restrictions to so- 
called legal investments, controlling the ac- 
tion of trustees lacking testamentary free- 
dom of discretion, and on the other side au- 
thority to continue the investments in sound 
stock and even with this authority and dis- 
cretion they were always in danger of being 


surcharged for losses sustained (see the 
learned opinion of Surrogate Slater in the 
Matter of Frederick H. Clark, New York Law 
Journal, June 25, 1930). The trustees stood 
between these two extremes. Should they 
be penalized for having resisted. the tempta- 
tion embodied in the power given by the 
will to seek the greatest possible profits by 
retaining the stock for later disposal? They 
knew from their experience that the biggest 
losses in stocks occurred from overstaying 
the market, and that it is better to sell out 
too soon than too late. Their action was 
well within the provisions of the will. 
“They respected the guidance and diree- 
tion of testator. They retained the stocks 
long enough to secure great profits and when 
they sold them they did not ‘throw them 
suddenly upon the market;’ nor did they - 
‘throw them upon the market in large blocks.’ 
The sale of the block of stocks was not in 
the open market, but privately, as it were, 
to one customer. Their action was cautious, 
prudent, vigilant and in good faith, and by 
that action they preserved for the estate the 


huge profits which had already been garnered 


through their patience, their watchfulness 
and their sagacity. Furthermore, their ac- 
tion conformed with the principles laid down 
in innumerable authorities.” 


BANK MERGER EFFECTIVE IN ALABAMA 

Merger of the First National Bank with 
the American-Traders National Bank of Bir- 
mingham, <Ala., became effective July 1st 
under the title of The First National Bank. 
Resources of the combined institution are 
more than $70,000,000, with capital and sur- 
plus of $10,000,000, making this the largest 
bank in Alabama. Oscar Wells is chairman 
of the board; W. W. Crawford, vice-chair- 
man; J. C. Persons, president and K. W. 
Berry, executive vice-president. 

A securities company with capital of 
$1,000,000, the stock of which is owned by 
the shareholders of the First National Bank. 
succeeds the American-Traders Securities 
Corporation. This corporation owns a con- 
trolling interest in five banks in the Bir- 
mingham district, located at North Birming- 
ham, Fairfield, Leeds, Woodlawn, and Tar- 
rant City, with resources of $4,500,000. It 
will also conduct a general bond and securi- 
ties business. 
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A CONDENSED STATEMENT of CONDITION 
(Covering all Offices and Foreign Branches 
as of June 30, 1930 


RESOURCES 
Cash and Due from Banks $106,965,801.38 
re 52,476,579.00 
Loans, Discounts and Investments 496,734,134.15 
Banking Houses. Pea ; ee a see it a 15,676,082.42 
Customers’ Liability Account tet cairn 43,153,432.89 
Accrued Interest Receivable and Other Assets... .. 3,499 ,514.47 
Total $718, 505,544. 31 
LIABILITIES 
Capital $44,500,000.00 
Surplus and Profits............... _ 39,469,139.15 — $83,969,139.15 


Reserves, including Interest, Taxes, Dividend, and 
Unearned Discount ............ Etcetera a ee 6,027,775.45 


Liability as Acceptor or sisilinceiie on \ dabaigidlianin 
and Foreign Bills. ae 3 76,829 ,355.21 


Items in Transit with athena nadine anil sie 
SUNOS ON se eye hai ee Sa eh oh 659,598.43 


NINE erect hs Be Soe ae chan si gcsvoapigyie ww Rice 551,019,676.07 
Total $718,505,544.31 








SS 


The stockholders of The First National Bank of Boston beneficially own 
the capital stock of Old Colony Trust Company (capital $5,000,000, sur- 
plus, guaranty fund and profits $5,441,629) and the capital stock of The 
First National Old Colony Corporation (capital and surplus $2 5,000,000). 
The figures of these companies are not included in the above statement. 
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HERE has been a very substantial 

amount of real estate financing accom- 

plished through the accumulation of 
many individual mortgages both large and 
small into one trust, and the issuance of 
bonds against that trust. In the great ma- 
jority, if not in all of these cases, the mort- 
gages are deposited with an independent 
trustee and held by it as collateral against 
the bonds which are the direct obligation 
of the issuing mortgage company. These 
bonds are generally issued as a result of a 
rather elaborate trust indenture which spe- 
cifies the terms under which collateral trust 
indenture may be deposited and how 
bonds may be issued together with procedure 
for foreclosing the trust, renewal of trustee 
and many other items. 

No great quantity of the type of securities 
described have recently been 
but undoubtedly with the return of 
interest in bonds generally and real estate 
securities in particular, there will be renewed 
activity along these lines. 


here issued, 


active 


The important element of security in such 
an issue is the diversification of the collat- 


eral. Oftentimes these collateral groups will 
carry mortgages which average as 
$3,000 or $4,000. Some of the provisions 
which are generally found in these inden- 
tures are the ratio of any loan to appraised 
value; specification as to who shall make 
the appraisals; limitation of the aggregate 
indebtedness of the company; elimination 
of construction loans or special purpose 
loans; specifications as to amortization of 
mortgages and other essential features. 


low as 


These collateral trust bonds have been 
offered depending on the territory where the 
mortgages are created and the standing of 
the issuing company, to yield from 5 per cent 
to 6 per cent and in some cases better than 
6 per cent. Some provide for unpaid face 
amount of collateral not less than 100 per 
cent of outstanding bonds, some 105 per cent, 
and 100 per cent while in junior financing 
this rate runs to 125 per cent. This form of 
security has been adapted in large measure 


to the accumulation of loans from many 
parts of the country by a centrally located 
company, thus giving geographical diver- 
sification of collateral as well as individual 
diversification. The mortgage bonds guar- 
anteed by the surety companies generally 
took this form. There were cases where 
the specific issue was so guaranteed but in 
aggregate amount issued the collateral bonds 
far exceeded the individual issues. The 
surety company guaranteed bonds have de- 
clined very materially recently and are not 
now materially important in the financing 
market. 
New Type of Collateral Trust Bonds 

A collateral trust issue brought out dur- 
ing 1929 injected a new method of appealing 
to the stock-investing public. The collateral 
back of these bonds represented a group of 
diversified real estate general mortgages, a 
popular and dignified term for second mort- 
gages, which at all times must be kept at an 
aggregate unpaid face amount equal to the 
outstanding face value of the bonds. In 
addition to this there were deposited with 
the trustee a group of diversified shares of 
stock having an aggregate value at the time 
of deposit equal to 20 per cent of the total 
bonds issued, that is, between general mort- 
gages and listed collateral there was 120 
per cent deposited with the trustee. 

This collateral was specified to consist of 
stocks listed on the New York Stock Ex- 
change or curb or certain unlisted securities 
and with a stipulated percentage of diversi- 
fication among these stocks. The indenture 
carried the further provision that when the 
bonds became due at maturity or by declara- 
tion, the profit created by the investment 
and reinvestment of the participation funds 
as well as the income from dividends and 
interest should be distributed ratable to the 
bondholders to the extent that such funds 
should exceed the original market cost of 
the shares to the company and a further 
amount of 6 per cent per annum of that 
cost. 

In other words, the corporation placed 
with the trustee a 20 per cent excess of col- 
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lateral in the form of listed securities and 
gave to the respective bondholders at ma- 
turity all of the earnings and market in- 
crease in value of these securities less only 
6 per cent interest to the corporation on its 
investment. In addition to this, the payment 
of principal and interest of the bonds so 
issued were guaranteed by one of the surety 
eompanies.._. Prior— to the  recent--market 
liquidation I was told that the appreciation 
to date of the listed securities deposited 
with the first form of issue of this bond had 
amounted to per $1,000 bond. 

A rather interesting issue was brought 
out through the joint efforts of the [llinois 
Merchants Trust and the Chicago Title and 
Trust Company about two years ago. The 
Chicago Title and Trust accumulated many 
mortgages which were in their hands, placed 
them in a specific trust and issued certifi- 
eates of participation against this pool of 
mortgages. In addition to that they set aside 
first mortgages equal to 10 per cent of the 
par value of the collateral bonds or certifi- 
cates outstanding, designated as a_ special 
protective fund. This fund serves the pur- 
pose of a guarantee of payment of the cer- 
tificates outstanding. 


$227 


CONFERENCE OF NEW JERSEY TRUST 
OFFICERS 

Plans are being completed for the second 
annual conference of New Jersey trust com- 
panies at which there will be addresses an:] 
discussions on topics of practical and timely 
interest. A committee has been named by 
the president of the association, Levi H. Mor- 
ris, president of the Newton Trust Company 
of Newton, N. J., and consisting of the fol- 
lowing members: Chairman, Leslie G. Mc- 
Douall, associate trust officer, Fidelity Union 
Trust Company, Newark; H. Douglas Davis. 
treasurer and trust officer, Plainfield Trust 
Company, Plainfield; Earl S. Johnson, vice- 
president and trust officer, Savings Invest- 
ment & Trust Company, East Orange; Her- 
man M. Sypherd, vice-president and trust 
officer, Guarantee Trust Company, Atlantic 
City; George Letterhouse, trust officer, Com- 
mercial Trust Company of New Jersey, Jer- 
sey City: Harvey S. Hopkins, trust officer, 
Newton Trust Company, Newton; W. H. 
Bloor, assistant vice-president and trust offi- 
cer, Trenton Trust-Company, Trenton; Jay 
Knox, assistant trust officer, First Camden 
National Bank & Trust Company, Camden. 


Fred E. Eyler has returned to the Omaha 
National Bank of Omaha, Neb., as treasurer. 


DESIGNATION OF BENEFICIARY IN STOCK PUR- 
CHASE PLAN NOT A TESTAMENTARY 
DISPOSITION 


An interesting decision to the effect that 
the designation of a beneficiary in case of 
death in a corporation’s employee stock pur- 
chase plan was not a testamentary disposi- 
tion, was handed down recently by the Court 
of Errors and Appeals of New Jersey. 

Kere the decedent had been an employee 
of the Standard Oil Company of New York 
and had participated in that company’s offer 
to its employees to permit them to purchase 
its capital stock at an attractive price on the 
installment plan. The plan is a comprehen- 
sive one and provides for the contingency of 
death of the employee by incorporating in 
the contract a designation of a beneficiary to 
succeed to the employee’s rights. In this 
case the employee designated her sister as 
beneficiary and she became entitled to receive 
thirty-two shares of stock under the plan. 

The employee died intestate and her ad 
ministrator instituted the action claiming 
that the property passed under the intestacy 
laws; that the designation of the beneficiary 
was a_ testamentary disposition executed 
without the formalities required for a valid 
will and hence void. 

In holding against the administrator, the 
court pointed out that the rights of the re- 
spective parties arose in contract and must 
be settled in accordance with the terms of 
the contract. Instead of regarding the desiy- 
nation of the beneficiary as a disposition of 
property the court regarded it as the mere 
naming of a person for whose benefit the 
contract was made since there never was 
any specific property to which the employee 
was entitled in her lifetime as the install- 
ment payments had not yet been completed. 
While living the employee's rights arose un- 
der the contract and were determined by it, 
the beneficiary took no property which be- 
longed to the employee because none existed 
in law or equity. 


ELECTED DIRECTOR OF TITLE AND 
TRUST COMPANY 


The Title & Trust Company of Portland, 
Ore., announces the election of Omar C. Spen- 
cer aS a member of the board of directors. 
Mr. Spencer is a member of the law firm of 
Carey, Hart, Spencer & McCullough. He is 
also vice-president of the Pacific Telephone 
& Telegraph Company, the representative of 
the “Bell System” on the Pacific Coast. 


Chatham Phenix National Bank & Trust 
Company of New York announces the ap- 
pointment of Gerald N. B. Watkins as resi- 
dent representative of the bank in London. 
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THE LIFE STORY OF A TRUST MAN 

Gilbert Thomas Stephenson, vice-president 
of the Trust Company Division of the Ameri- 
ean Bankers Association and vice-president 
of the Equitable Trust Company of Wilming- 
ton, Del., who is perhaps the most prolific 
and certainly one of the ablest writers on 
trust company topics, is the author of an- 
other interesting volume entitled “The Life of 
a Trust Man.” For many years before com- 
ing to Wilmington, Mr. Gilbert was 
ated with the Wachovia Bank & Trust Com- 
pany of Winston-Salem, N. C., the president 
of which is Col, Francis Henry Fries. 

The subject of this volume is Col. Fries 
and the author could not have selected a 
personality whose influence and association 
with the growth of trust companies during 
the past quarter of a century, yields more 
abundant material for study and inspiration. 
Around Col. Fries’s career and character, the 
author has built up an historical survey of 
the rise of the modern trust company which 
is far more than merely a chronicle of facts 
and events, but affords an illuminating analy- 
sis of what the trust company stands for in 
the life of the community and the nation. 
Likewise, the principles and ideals which 
Col. Fries has given accent to, not only 


associ- 


through the institution which he has headed 
for so many years, but also in trust councils 
and constructive movements relating to cor- 
porate trusteeship, serve as the keynote of 
this book. It is a biography not only of one 
of the outstanding figures in the development 
of the American trust company movement, 
but also a well-knit story of the expanding 
influence and values attaching to the evolu- 
tion of corporate trusteeship. 

Mr. Stephenson devotes his first chapter to 
a review of the earlier history of the Ameri- 
can trust company movement and follows 
with an analysis of the personal attribute of 
trust service and qualities that are called for 
in trust service. The author then develops 
his subject by showing that a true study of 
trust service calls for a study of the lives 
of the best trust men. He selects Col. Fries 
as his subject because he typifies most faith- 
fully those qualities and characteristics that 
make the best of trust men—men who labor 
not so much for profit as for broader service. 
A sketch of the career of Col. Fries follows, 
traced upon a background of the Moravian 
movement and ancestral influences. Other 
chapters are devoted to Col, Fries’ distin- 
guishing qualities, his philosophy of trust 
service and the trust company he established. 
As a closing chapter there is Col. 
conception of the future trust company. 


Fries’s 


LARGE TRUST HOLDINGS BY VIRGINIA 
TRUST COMPANY 

Among the foremost trust companies in 
the South in the successful development of 
trust business is the Virginia Trust Company 
of Richmond. The latest statement 
that the company administers trust and es- 
tate funds aggregating $45,000,000. The bank- 
ing resources amount to $8,312,540 with de- 
posits of $5,081,802. Capital is $1,000,000; 
earned surplus, $1,500,000, and undivided 
profits, $411,385. 


shows 


Thomas M. Debevoise has been elected a 
trustee of the Title Guarantee & Trust Com- 
pany of New York, filling the vacancy caused 
by the death of Clarence H. Kelsey. 

Winthrop W. Aldrich, president of the 
Chase National Bank of New York City, has 
been elected chairman of the trustees com- 
mittee of the New York Community Trust, 
succeeding the late Clarence H. Kelsey. 

The New York Title & Mortgage Company 
reports capital funds of $63,879,343; assets 
of $67,650,901 and reports guaranteed mort- 
gages and certificates of $669,861,388. 





WHY VIGILANCE IS NECESSARY IN ACCEPTANCE OF 
CORPORATE TRUSTEESHIPS 


TAKING THE MEASURE OF LEGAL AND MORAL RESPONSIBILITIES 


WILLIAM H. A. JOHNSON 
Assistant Secretary, Continental Illinois Bank and Trust Company, Chicago, III. 


(Epiror’s Note: The following discussion acquires very timely interest because of a 
number of recent court decisions wherein banks and trust companies have been held 
liable or surcharged for losses incurred for alleged failure to carry out their obligations 
in acting as trustee under corporate indentures. These hazards may be avoided or mini- 
mized, as Mr. Johnson points out, by due care in the acceptance of corporate trust busi- 
ness and by strict observance of properly drawn indentures. ) 


N accepting what are generally known as 

corporate trusteeships a trust company 

assumes moral as well as legal responsi- 
bilities. Trust officers appreciate the legal 
responsibility and have taken legal advice as 
to the form of the indenture to prevent direct 
monetary loss to the trustee. Little attention 
has been given to the moral liability, and 
practically no counsel has been taken with 
regard thereto. Consideration is given to 
the publicity and possible direct monetary 
loss that may result from acting under a 
defective instrument, but none to the loss of 
good name and indirect monetary loss result- 
ing from moral responsibility. 

The prospective purchaser of corporate se- 
curities relies in part on the connection of 
the corporate trustee with the transaction. 
He assumes that if in the opinion of the 
trust company the project were not sound, 
it would not have accepted the trusteeship. 
The Blue Sky salesman knows of this as- 
sumption and uses it as a sales argument. 
The average trust officer thinks that the 
doctrine of caveat emptor should apply to 
the purchase of securities and that it is not 
the duty of the trustee to protect the public. 
If a default occurs and a loss is suffered, 
the investor feels that the trustee, in part 
at least, is responsible and thereafter he will 
be unfriendly toward the company that acted 
as trustee. When the trust company is sym- 
pathetic, which is a hollow thing when good 
dollars are in jeopardy, his faith in that 
trust company (and in trust companies in 
general) is shaken, and he is not inclined to 
do business with it in any of its depart- 
ments, and where possible he will advise 
others not to deal with it. 


Adequacy of Security 
It is axiomatic that a trustee is not re- 
sponsible for the adequacy .of the security 


behind a mortgage or collateral indenture. 
However, when a default occurs the security 
holder looks to the trustee for relief and re- 
imbursement. One shrewd lawyer, knowing 
this rule of law, attempted to hold the trus- 
tee for a loss suffered by a client because of . 
inadequacy on the ground of moral liability. 
The greater part of the brief on appeal was 
devoted to an argument as to the fact that 
average persons thought that the trust com- 
pany had investigated the worth of the obli- 
gor and the adequacy of the security, and 
that because of this public impression the 
trustee was morally bound to determine these 
points, and having failed to do so was liable 
to investors in the event of loss. Fortunate- 
ly for trust companies in general, the court 
held that it could not take cognizance of the 
moral duty. 

The money lost in Blue Sky securities af- 
fects financial institutions in that it is with- 
drawn from banks and taken from the com- 
munity by the promoters; secondly, the smail 
investor who has been “stung” becomes 
soured on securities and will not purchase 
legitimate securities from institutions in his 
community, or becomes convinced that he 
might as well spend his substance and have 
the benefit of his money rather than to save 
it and have some one take it from him with 
no return. 

The trust company that accepts shady busi- 
ness suffers an indirect monetary loss. It 
will receive numberless letters from prospec- 
tive investors inquiring as to the soundness 
of the investment and the recommendation 
of the trustee in regard thereto. There is an 
expense in answering such inquiries. Fur- 
ther, in the event of default the security hold- 
ers call upon the trustee either in person or 
by letter to make good on the defaulted item. 
There is considerable annoyance and expense 
and a loss of prestige in explaining that the 
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trustee is not bound to make up the de- 
faulted payments and can do nothing. If 
there is a measure of security, however 
slight, it is a considerable task to arrange 
for the deposit of securities and the fore- 
closure under the indenture as there is no 
responsible underwriting group to form a 
committee. The ultimate realization for the 
bondholder will be small and he will again 
feel that the trustee is not treating him 
fairly. 


Investigate Obligor and Underwriter 

The trustee, before accepting an appoint- 
ment as trustee, should investigate the 
obligor and the underwriter. It should de- 
termine as far as it is possible so to do that 
the obligor is engaged in a legitimate enter- 
prise; that it has assets proportionate to the 
amount of the securities to be issued; that 
the management is experienced; that there 
is a reasonable prospect of success in the 
business; and that the underwriters are repu- 
table. The determination of these facts in 
the affirmative is as far as the trustee can 
go. Many defaults have occurred and losses 
have been sustained by investors in securi- 
ties issued by companies with years of suc- 
cessful operation, but this fact does not jus- 
tify a trust officer in blindly accepting each 
and every piece of business offered to him. 
The excuse that losses occur in old estab- 
lished enterprises and that there is no legal 
liability does not justify an utter lack of 
concern. Anciently, Cain inquired as to his 
responsibility for his brother. Trust com- 
panies and trust officers are charged with 
the responsibility for their brother in the 
matter of finances. 


Legal Liabilities 

The corporate indenture of today is a 
standard instrument. The phraseology and 
arrangement of matter are peculiar to the 
draftsman, but the substance of all inden- 
tures is the same. They are drawn to relieve 
the trustee from liabilities that have been 
placed upon it by law on the theory of trus- 
teeships of property where the 
vested with title and management. Such lia- 
bility must be negatived in the corporate 
trusteeships or their acceptance would place 
upon the trustee possible liabilities that 
would be so hazardous as to preclude the 
acceptance of this class of business. There 
is a vast distinction between trusteeships 
where the trustee has title and control, as in 
personal trusteeships, and the trusteeship un- 
der discussion where in effect the trustee is 
merely a title holder. 

A trustee should 
without carefully 


trustee is 


never perform 
examining the 


any act 
indenture 


to determine the requirements precedent to 
the action to be taken. The obligor cannot 
be favored by waiving express conditions on 
the theory that an improper or unreasonable 
request will not be made or that the condi- 
tions stated are of little importance. In all 
cases the terms of the indenture should be 
followed exactly to minimize the possibility 
of liability. 

The obligor is given certain 
such as to withdraw insurance 
bonds or release property. The right to do 
these things is primarily dependent upon 
there being no default at the time the privi- 
lege is exercised. The first fact to be deter- 
mined is that the obligor has done every- 
thing required of it under the indenture, 
such as the maintenance of insurance, sink- 
ing funds, ete. Being satisfied that the 
obligor is not in default, attention may be 
given to the requirements relative to the 
thing to be done. If action is taken without 
strict compliance with the conditions of the 
indenture, the trustee assumes a liability to 
the persons harmed by the action taken. 

A trustee is not responsible for the ade- 
quacy of the security, but if there is security 
it should be subject to the lien of the inden- 
ture. A trustee is bound to see to the re- 
cordation of a mortgage instrument unless 
the indenture provides that it is not respon- 
sible for recordation and may certify and de- 
liver bonds prior to recording. In New York 
it has been held in a dictum that this re- 
lease of liability does not apply to a 
recording of a chattel mortgage. Assuming 
that the release from liability is good, the 
trustee seldom delivers bonds until it has 
some evidence of recording or in cases where 
personal property constitutes the security the 
collateral is deposited with it. 


privileges, 
money, call 


Release of Security 
additional bonds are to be issued 
escrow or open end indentures, the 
trustee will be responsible for bonds that 
are issued without a full compliance with 
all the conditions prerequisite to such issue. 
It is, however, protected in acting upon cer- 
tificates and documents presented to it evi- 
dencing compliance with the conditions pro- 
vided that it accepts them in good faith. 

A trustee should never release any of the 
security unless releases are provided for in 
the indenture, and then only upon strict com- 
pliance with its terms. If an improvident 
release is made and the security holder suf- 
fers loss thereby, he may look to the trustee. 
In rare cases releases of property have been 
made where the trustee was satisfied that 
the security was not lessened, but in so 


Where 
under 
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doing it assumed a liability in the event that 
its judgment as to the reduction of security 
was bad. 

A final release should never be given un- 
less the indebtedness has been paid in full. 
If all of the bonds and coupons are not pre- 
sented for cancellation, a deposit of cash is 
made in lieu thereof or the missing obliga- 
tions are satisfactorily accounted for. In 
some instances the trustee is not named as 
the fiscal agent and does not have a record 


of payment, but the responsibility is on the 
trustee to know that all outstanding obliga- 
tions have been paid or canceled. 


Accepting Certificates from Fiscal Agent 

Underwriters are adopting the practice of 
naming a trust company as trustee and havy- 
ing themselves named as sinking fund and 
fiscal agents. The trustee does not know of 
its own knowledge that all bonds and cou- 
pons have been paid and is asked to accept 
a certificate from the fiscal agent as to pay- 
ment. If the indenture does not specifically 
provide that such certificates shall be taken, 
the trustee should insist that the fiscal agent 
deliver the paid bonds and coupons to it for 
examination and cancellation. The good 
faith of the trustee in accepting certificates 
of payment if payment were not in faci 
made, probably would not relieve it from lia- 
bility if a release were given. 

A nice legal question often arises as to 
whether deposits made under the terms of 
indentures are made with the trust company 
as trustee or as fiscal agent. It is generally 
held that if the deposit is made merely with 
a fiscal agent the obligor retains a degree of 
control, particularly as to funds deposited 
for payment of current maturities of prin- 
cipal and interest, but that if the deposit is 
made with the trustee then the control of the 
obligor is lost on deposit and the trustee is 
responsible to the security holders. 


In Cases of Default and Lost Bonds 

In cases of default, the trustee may but 
is not required to take action to foreclose 
the indenture unless requested to do so by 
the holders of a certain percentage in value 
of the bonds and upon being indemnified 
against the expense to be incurred. Occa- 
Sionally a slip is made in the drawing of 
indentures and instead of following the 
standard formula requiring a request of the 
holders of a percentage of par amount of 
bonds, the request must be made by a_per- 
centage in number of the holders of bonds. 
This latter phraseology is troublesome as the 
trustee may have difficulty in determining 
the extent of the distribution of the bonds 
among individuals, whereas in the case of 4 


percentage of par amount it is always pos- 
sible to ascertain the amount of bonds out- 
standing. 

In case of lost bonds and coupons, refer- 
ence should first be made to the trust in- 
denture to determine what is required of the 
security holder before new obligations can 
be issued. In general, bonds and coupons 
are negotiable instruments, and if payment 
is made to a holder or duplicate certificates 
are issued on representation of loss, the orig- 
inal instrument may turn up in the hands 
of an innocent purchaser for value. In cases 
where an indemnity bond isrequired, it 
should be signed by a surety company rather 
than by individuals. 

In mortgage indentures insurance is made 
payable to the obligor and to the trustee. 
In the event of a fire loss the trustee can 
only release the money under the terms of 
the trust indenture. If the provision is not 
made for the withdrawal of fire-loss moneys, 
the trustee is bound to hold them. The obli- 
gor cannot as a matter of right withdraw 
the money for replacements and repairs, nor 
can the holders of indebtedness demand that 
the money be used for the payment of the 
indebtedness. 

The liabilities imposed upon the trustee, 
moral or legal, can be reduced to a minimum 
by care in accepting trust business and by 
acting under properly drawn indentures and 
strictly observing all of the terms and ¢on- 
ditions thereof. In short, do not in accepting 
corporate trust business be a good fellow. 
The liabilities that are assumed should not 
cause fright, as they are easily avoided by 
taking legal counsel and using good common 
sense. 
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IMPRESSIVE FIGURES BY CONTINENTAL 
ILLINOIS BANK & TRUST COMPANY 


As the largest bank and trust company in 
the United States outside of New York City 
the Continental Illinois Bank & Trust Com- 
pany has climbed several more rungs toward 
the top, as indicated by its June 30th finan- 
cial statement. This shows aggregate re- 
sources of $1,174,272,944, a gain of nearly 
$50,000,000 as compared with the March 27th 
report. Deposits total $908,030,473, an in- 
crease of approximately $55,000,000. Capital 
is $75,000,000; surplus, $65,000,000; undi- 
vided profits, $7,470,616; reserve for contin- 
gencies, $10,000,000 and reserve of $10,498,- 
750 for taxes and interest, besides $3,000,000 
reserved for July 1st dividend. The affili- 
ated Continental Illinois Company, the capi- 
tal of which is owned by stockholders of the 
bank, has capital of $20,000,000. 
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Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY, Trust Officer, Fulton Trust Company, New York 


, LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE, ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE. |] 


WILL CONSTRUCTION 
(A declaration in a will that certain 
gratuitous legacies shall be a charge 
upon the assets in a trust estate is not 
sufficient to establish priority over dem- 
onstrative legacies.) 


Henry Lansburgh died testate. His last 
will and testament having been duly pro- 
bated, the executors and trustees under the 
will filed this bill for a construction of the 
will. The principal question presented upon 


which construction was sought was the char- 
acter of the legacies and the source from 
which they are to be paid, whether they are 


payable from the income of the estate or 
from the income and corpus of the estate. 
It was contended that the legacies and be- 
quests provided in the will are payable from 
the dividends of the stock and trust certifi- 
eates covering a period of ten years from 
and after the death of the testator, and that 
the income is insufficient to pay these obliga- 
tions in addition to the debts and cost of 
administration. 

It was held that the provisions indicated 
a clear intention on the part of the testator 
to charge the trust estate, created in the 
opening paragraph of the will, with the pay- 
ment of the legacies, bequests and annuities 
thereafter set forth. This results in con- 
verting the otherwise general legacies in 
question into demonstrative legacies, in that 
specific property, and the bonds and trust 
certificates, are subjected to their payment. 

The testator displayed his ability to desig- 
nate payments from the dividends when he 
desired; and if it had been his intention that 
all the bequests, legacies, and annuities 
should be paid from the dividends, he would 
have said so, since he disclosed a clear 
knowledge of the manner in which to express 
such an intention. Therefore in the present 
case the legacies are demonstrative, payable 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


out of the income and corpus of the stock 
and trust certificates of Lansburgh & Broth- 
er, and the mere declaration that as to cer- 
tain gratuitous legacies they shall be a 
charge upon the stock, is not sufficient to es- 
tablish priority over the others.—Lansburgh 
et al. vs. Lansburgh et al (Court of Appeals, 
D; C.) 


GIFT INTER VIVOS 

The Supreme Court of Pennsylvania in a 
recent decision in the case of Thorndell vs. 
Gunn, held that a gift by an aged person of 
five-sixths of her estate will be upheld if 
the donor understood the transaction and its 
consequences fully. In this case, some six 
years before her death, the testatrix, then 
eighty years old, transferred certain bank 
stocks, constituting in value about five-sixths 
of her estate, to the defendant whose rela- 
tions with the testatrix were of a confiden- 
tial nature. At the time of the gift the tes- 
tatrix was in apparent good health and her 
mind was unusually clear. At no time was 
the gift repudiated by her. 

This action was brought by the residuary 
legatee to set aside the transfer on the ground 
that the defendant did not tell the testa- 
trix all of the consequences of the intended 
gift. The court, in upholding the gift, stated 
that since by the gift the defendant received 
a large portion of the estate, the burden was 
cast upon him to prove affirmatively that the 
gift was made intelligently and with a full 
knowledge of the true character of the trans- 
action, that no deception was used, and that 
all was fair, open, voluntary and well un- 
derstood and that the transaction was the 
free and intelligent act of the testatrix per- 
formed with a thorough understanding of 
the transaction and of its consequences. But 
the rule does not require proof that the 
donor was told all those things. It is suffi- 
cient if she knew them at the time of the gift. 
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INHERITANCE TAX 
(Where a trust deed grants a present 
vested right, the value of the right is 
not subject to inheritance tax where pos- 
session and enjoyment are deferred.) 

In this case a decedent transferred cer- 
tain property in trust for himself, his wife 
and five children, each to receive one-seventh 
of the net income during life and the corpus 
to be distributed to the wife and children 
and their issue after the lapse of a certain 
specified time. The probate court found that 
the transfers were not made in contempla- 
tion of death, but did find that they were in- 
tended to take effect in possession and enjoy 
ment at or after the death of the transferor. 

On the face of the written documents the 
beneficial interest to six-sevenths of the prop- 
erties transferred in trust vested immediate- 
ly and irrevocably in the wife and children 
of deceased, and no interest remained in the 
transferor for devolution when he died. The 
evidence did not justify the finding that the 
transfers in trust were intended to take ef- 
fect in possession and enjoyment at or after 
the death of the transferor as to the six- 
sevenths of which his wife and children were 
beneficiaries, and as to that part the state 
could exact no transfer tax. The same is 
true of the life insurance upon the life of 
decedent payable to the trust estate, it ap- 
pearing that deceased had no right to change 
the beneficiary.—In re Marshall vs. Probate 
Court of St. Louis County, Supreme Court, 
Minn. 


PRECATORY TRUST 
(An instruction in a will to care for a 
brother of the testator must be clear and 
erplicit to constitute a trust.) 

The testator left surviving him his wife 
and eight brothers and sisters and left one- 
fifth of his property to his wife and one-fifth 
each to four brothers and sisters, and the 
will contained the clause, “Instructions to 
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Brothers and Sisters. Take care of Brother 
Will.” The unconditional devise of one-fifth 
of the estate to each of the brothers and 
sisters was clear and distinct and the in- 
struction, “Take care of Brother Will” was 
not clear and distinct and did not show any 
intention on the part of the testator to cre- 
ate a trust in the four-fifths of his estate, 
left to his brothers and sisters, in favor of 
the brother named but who was not left any 
part of the estate, and under such circum- 
stances the court held it cannot be said thai 
the will created a trust in favor of such 
brother.—Matter of Lee, Dist. Ct. of Appeals. 
Ist App. Dist. Calif. 


WILL CONSTRUCTION 
(A bequest is not absolute where made 
for the lifetime of a legatee.) 

In this case a will read in part as follows: 
“Second I give, devise and bequeath all of 
my property, either real estate or personal 
to my wife (for) her lifetime to do with as 
she sees fit. At her death my estate is to 
be equally divided among the following :’ The 
first question was whether an estate in fee 
simple passed to the widow, or a life estate. 

It was held that the words “for her life- 
time” clearly limit her estate to one for life. 
They are so simple, and of such familiar use, 
that the testator, when he read this will, or 
when it was read to him, must have clearly 
understood their meaning. The next question 
was what she might do with the property 
during her lifetime. The absolute power of 
disposal was conferred upon her. She could 
sell and dispose of it if she saw fit to do so 
and use the proceeds for any purpose neces- 
sary for her support and comfort. But she 
could not give it away or dispose of it by will 
or by a deed operating as a testamentary dis- 
position. The power of disposal did not in 
itself create an estate in her in the property. 
—Quarton vs. Barton et.al. Supreme Court, 
Michigan. 
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CONSTRUCTION OF TESTAMENTARY 
INSTRUMENT 


(Where a_ testamentary disposition 
clearly appears from an instrument, it 
will be held to be a will irrespective of 
its form.) 

In this case, Hiram A. White, an old sol- 
dier, made his will as follows: “B. C. White- 
hill, Commandant. In case of my death, you 
are hereby directed to pay to the said Ed. 
Link all the money that I may have in de- 
posit in the Iowa Soldiers’ Home. The Fi- 
delity Savings Bank of Marshalltown, Ia., is 
hereby directed to pay to the said Ed. Link 
all the money I may have on deposit with 
the said bank.” 


In holding that in spite of its form the 
instrument was a valid will, the Court said 
that there was no oceasion to involve the rule 
of extrinsic evidence in respect to written 
instruments. There was no condition an- 
nexed to the instrument in question. Its 
very language disclosed that the writing 
was testamentary in character. The initial 
words were: “In case of my death.” 
The instrument, read as a whole, disclosed 
that the language was couched in futuro. 
The maker of the instrument did not con- 
template the passing of title in praesenti, 
since the instrument did not say: “All the 
money that I now have,’ but ‘all the money 
that I may have,” on deposit in two different 
places (named in the instrument) shall pass 
to the beneficiary Ed Link “in case of my 
death.” The animus testandi stood out 
boldly, and the Court found no room for 
doubt that the paper was properly admitted 
to probate as the last will and testament of 
Hiram A. White.—WMatter of White, Supreme 
Court, Iowa. Decided March 18, 1930. 


CHARITABLE BEQUESTS 
(No property tar is payable upon prop- 
erty in the possession of an executor 
which has not yet been turned over to the 
residuary legatee, a tar exempt chari- 
table institution. ) 

By the testator’s will, he gave a large num- 
ber of pecuniary legacies to individuals and 
public charities, and then bequeathed and 
devised his residuary estate to a charitable 
institution. Upon distribution, all the gifts 
made by the will, except that to the chari- 
table institution, were fully paid and satis- 
fied. Subsequently, the executors made two 
annual payments of the Pennsylvania in 
tangible personal property tax in their hands, 
without awaiting the decision of the Orphans’ 
Court as to the propriety of so doing. If the 
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securities upon which the tax was paid, had 
been in the hands of the charities themselves, 
no tax could have been collected. It was 
contended however that as the securities 
were still in the hands of the executors a 
different rule applied. 

The Court held that the securities given 
for charitable purposes were not held by the 
possessor of the muniments of title: “In his, 
her, their or its own right, or as active 
trustee, agent, attorney-in-fact, or in any 
other capacity, for the use, benefit or ad- 
vantage’ of the charity, as the statute re- 
quired there must be in order to be taxable 
under it. It was immaterial by whom the 
securities were held in this case. They were 
devoted to particular charitable purposes, 
not within the purview of the taxing statute, 
and the taxes on them were improperly paid. 
—Matter of Buhl, Jr., Supreme Ct., Penn. 
Decided April 14, 1930. 


The Mount Vernon Trust Company of 
Mount Vernon, N. Y., becomes not only the 
largest banking institution in Westchester 
County but also between the corporate limits 
of New York City and Albany, as a result 
of the recently completed merger with the 
American National Bank & Trust Company 
of Mount Vernon. Absorption of the Ameri- 
can National gives the Mount Vernon Trust 
Company combined resources of $31,250,000 
with increase in capital from $1,000,000 to 
$1,500,000. Mark D. Stiles continues as presi- 
dent of the Mount Vernon Trust Company. 


Melvin A. Traylor, president of First Na- 
tional Bank of Chicago, has been elected as 
chairman of board of Northwestern Univer- 
sity. 

Melvin W. Ellis, president of the Oliver 
Farm Equipment Company, has been elected 
a director of the National Bank of the Re- 
public of Chicago. 
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corporations how they can profit by closer 

relations to stockholders; and to show stock- 
holders how to protect their corporate interests 
most intelligently. 


How the company can profitably develop and 
cultivate closer dealings with stockholders is here 
discussed in a practical way with numerous illus- 
trations of what progressive firms are doing. The 
interest of corporations in this matter both in 
offering stock in an attractive way and with at- 
tractive features, and in holding stockholders’ 
loyalty is being realized today as never before, due 
to theeffort toincrease the number of such owners. 


To stockholders themselves this book is of 
value in showing what are their legal rights, what 
they should expect of their companies in point of 
reports, information, conduct of meetings, pro- 
tection against loss, etc. 


New ground is here broken on a subject of great 
timeliness and greatly increased interest to the 
entire business world. The recommendations of- 
fered, growing out of long years of experience in 
incorporation work for numerous companies, are 
modern, constructive and bound to be of great 
interest to all working on matters of incorporation 
to company executives anxious to develop public 
goodwill, and to all stockholders. 
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FREDERICK O. FOXCROFT 

One of the most familiar and popular per- 
sonalities in the banking fraternity of New 
York City, Frederick O. Foxcroft, vice-presi- 
dent of the Chase National Bank, passed 
away on the morning of June 23d after a 
brief illness. His death recalls a notable 
career in New York banking and covering 
a period of more than one-half a century. 
Practically his entire banking life was given 
to the service of the National Park Bank 
with which he became connected at the age 
of nineteen as a messenger and continued 
without interruption until the National Park 
was merged with the Chase National last 
August and at which time Mr. Foxcroft com- 
pleted fifty years with the institution with 
which his name has been so long identified. 

Mr. Foxcroft counted his loyal friends 
among bankers of the United States by the 
thousands. He was a well-known figure at 
national and state bankers conventions. His 
desk at the old National Park was a fa- 
vorite place of rendezvous for bankers visit- 
ing New York and where his kindly per- 
sonality was always an assurance of a gen- 
uine welcome. To his associates at the bank 
he was the personification of courtesy and 
unselfishness. Many a young lad in the 
banking business remembers Mr. Foxcroft 
because of his advice and helpfulness. 

Mr. Foxcroft was born in Newark, N. J., 
September 18, 1859. Soon after leaving 
school he applied for a job at the National 
Park Bank and was assigned a place on the 
messenger’s bench. His willingness soon at- 
tracted the attention of seniors and as the 
years passed on he assumed more important 
positions and made the round of the vari- 
ous departments. In 1901 he became assist- 
ant cashier, in 1920 became assistant vice- 
president and in 1922 was elected cashier. 
When the National Park Bank was merged 
with the Chase National on August 26, 1929, 
Mr. Foxcroft became vice-president of the 


enlarged bank and continued active at the 
National Park Branch. On January 9, 1929, 
Mr. Foxcroft was the recipient of congratu- 
lations from bankers throughout the coun- 
try on the occasion of the fiftieth anniver- 
sary of his connection with the Park. 

Mr. Foxcroft was fond of relating earlier 
experiences in New York banking when there 
were no telephones, no typewriters, adding 
machines or the installations now so essen- 
tial to banking conduct. During the panie 
of 1907, when the banks of New York were 
called upon to supply out-of-town correspon- 
dents with shipments of gold, it was Mr. 
Foxcroft’s duty to personally conduct con- 
signments of currency to the Sub-Treasury 
3uilding where gold was received in ex- 
change. On one occasion he walked to the 
Sub-Treasury with five millions of currency 
and returned with an equal amount of gold. 

In addition to his bank connection, Mr. 
Foxcroft was chairman of the board of di- 
rectors of the Bank Clerks’ Building & Loan 
Association of New York, and president of 
the Sustentation Board of the Reformed 
Episcopal Church. He was a member of the 
Salmagundi Club. 


CLARK T. DURANT 

Clark T. Durant, vice-president of the Hart- 
ford-Connecticut Trust Company of Hart- 
ford, passed away recently at his home in 
Hartford at the age of sixty-one years. He 
was born in Albany, N. Y., on October 2, 
1868, and was graduated from Yale Univer- 
sity in 1890. In the war he was legal adviser 
for the food administration in Connecticut 
under Federal Food Administrator Robert 
Scoville. Twelve years ago he became law 
officer for the Hartford-Connecticut Trust 
Company and later vice-president of the trust 
department. 
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efficient attention if you call upon our trust 
Appointment of this bank as your 
representative places at your service the facilities 
of the largest financial organization in eastern 


Correspondence Invited 


The Old National Bank 


& Union Trust Co. 
Spokane, Washington 


HOW THE HAWAIIAN TRUST COMPANY 
SALVAGED AN ESTATE 

An interesting incident is culled from the 
files of the Hawaiian Trust Company of 
Honolulu, Hawaii, which is illustrative of 
the estate salvaging operations to the credit 
of trust service. Quoting from “The Hawaii- 
an Trustee”: 

“A woman who had been named executrix 
in the will of her husband came to us for 
advice. The estate consisted of several large 
parcels of land so heavily encumbered that 
it seemed well nigh hopeless to do anything 
except make the best possible terms with the 
creditors and wind up the estate. Such a 
course, however, did not commend itself to 
us. We had faith in the future of Hawaii. 
We knew that the land would appreciate in 
value, and that eventually it would yield a 
small fortune to the widow and her children. 

“The Hawaiian Trust Company, Ltd., was 
appointed administrator. Our officers per- 
suaded the creditors to withhold action until 
the affairs of the estate were put in such con- 
dition that funds were forthcoming sufficient 
to satisfy their claims. Through the long 


years of waiting that followed, the needs and 
comforts of the widow and minor heirs were 
provided for. The estate was nursed along, 
guided by the corporate experience and wis- 
dom of the Hawaiian Trust Company, Ltd. 

“A few months ago, the goal was reached 
when this estate, which had trembled on the 
verge of bankruptcy a few years before, was 
enriched by a sale of land for the handsome 
sum of nearly half a million dollars. Surely 
this was the result of “the broader vision of 
trust service ;” truly it has been said, **When 
death or infirmity has overtaken the head of 
the family. a responsible, efficient trust com- 
pany takes up the burden, prepared to guard 
property, to enforce the fulfilment of financial 
contracts, to protect the widow and the or- 
phan, and to carry out sacred agreements 
that run the whole gamut from the cradle 
to beyond the grave.” 


Merger of the Highland Trust Company 
and the Merchants & Manufacturers Trust 
Company of Union City, N. J., has been ap- 
proved, with total resources of over $10,000.- 
000. 
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G M A C obligations 


enjoy the protective background of highly liquid assets, with 
credit factors widely diversified in region and enterprise. Long 
regarded as a national standard for short term investment, they 
have been purchased by thousands of banks, institu- 
tions and individuals the country over. 


available in convenient maturities and 
denominations at current discount rates 
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RECORD BUSINESS REPORTED BY LAW- 
YERS MORTGAGE COMPANY 


Sales of guaranteed mortgages during the 
first half of the year by the Lawyers Mort- 
gage Company of New York exceeded in vol- 
ume all previous records for the correspond- 
ing period in the history of the organization. 
Including extensions the aggregated 
$60.647.561 and the net gain in outstanding 
guaranteed mortgages was $11,422,282. Since 
the Lawyers Mortgage Company was organ- 
ized in 1893 it has guaranteed $1,218,487,295 
of mortgages, of which $812,467.957 have 
been paid in full, leaving outstanding $405,- 
NGI 55S. earnings for the first half 
of the vear were $1,.943.S94 and after de- 
duction of expenses, leaving net profits of 
$1,098,624. Assets on July Ist, amounted to 
$22,522.508 with capital of $12,000,000, sur- 
plus $9,000,000 and undivided profits of 
$765,583. 


sales 


GYoss 


The Guaranteed mortgages issued by the 
Lawyers Mortgage Company command high 
favor among discerning investors and are 
particularly adapted to investment of trust 
funds. Of the total outstanding there are 
fifty-seven savings banks holding $56,485,- 
984; forty-three insurance companies with 
$27,144.426; forty-eight trust companies with 


$27,559,860; S60 charitable institutions with 





4.584 trustees with $67,821,136 
18.999 individuals with $179.228,497. 


$47,729,435 ; 
and 

In view of the record-breaking volume of 
business reported by the Lawyers Mortgage 
Company for the last semi-annual period, it 
is interesting to recall the declaration made 
by President Richard M. Hurd in his annual 
report of January 1, 1930, when he said: 
“Past experience has always shown that 
when the liquidation of stock exchange 
speculation takes place, such sums as are 
not lost in the market return to sound in- 
vestments and the demand for guaranteed 
mortgages is correspondingly increased. The 
general public is now returning to its former 
belief in the dictum of economists that ‘eapi- 
tal is the result of savings’ and is no longer 
giving credence to the delusion that ‘capital 
is the result of speculation.’ ” 

Percy H. Johnston, president of the Chem- 
ical Bank & Trust Company, is a new mem- 
ber of the board of directors of the Lawyers 
Mortgage Company. 
the second largest month in the 
mortgage loan market for the current year, 
Lawyers Mortgage Company accepted mort- 
gages on New York City properties totaling 
$13,011,400 at the June meeting of the execu- 
tive committee. 


Closing 
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IMPORTANT BANK AND TRUST COMPANY MERGER IN 
WORCESTER, MASS. 


Stockholders of the respective institutions 
have approved a plan whereby the Worcester 
Bank & Trust Company and the Worcester 
County National Bank of Worcester, Mass., 
together with a group of banks owned and 
controlled by the latter, will be united un- 
der common ownership and management. 
This merger is the most important and larg- 
est in volume of banking assets that has 
taken place in New England outside of Bos- 
ton. The merger represents combined re- 
sources of $83,000,000, as based upon March 
27th financial statements. On that date the 
resources of the Worcester Bank & Trust 
Company amounted to $39,383,000 and the 
Worcester County National Bank to $35,- 
236,000. The affiliated banks and trust com- 
panies are as follows: Clinton Trust Com- 
pany with resources of $3,773,000; First Na- 
tional Bank of Webster, $2,704,000; Spencer 
National Bank, $1,105,000; North Brookfield 
National Bank, $594,000, and Second National 
Bank of Barre, $409,000, Deposits of this 
merging group total $69,127,000. 

John E. White, for many years president 
of the Worcester Bank & Trust Company 
and recognized as one of New England’s 
ablest bankers, will be executive head of 
the affiliated banks as chairman of the 
board of directors and chairman of the ex- 
ecutive committee of both the Worcester 
Bank & Trust Company and the Worcester 
County National Bank. Walter Tufts, now 
president of the Worcester County National, 
will be president of both banks. 

Under the merger plan, the Worcester 
Bank & Trust Company purchases the stock 
of the Worcester County National Bank by 
an exchange of shares on the basis of 27%/s 
shares of $20 par value and $5 in cash for 


each share of Worcester County National 
of $50 par value. The purchase carries with 
it ownership of the banks and trust compa- 
nies affiliated with the Worcester County 
National Bank which recently purchased the 
Fitchburg Bank & Trust Company, which is 
conducted as the Fitchburg branch. 

The Worcester Bank & Trust Company will 
increase its paid-in capital stock from $2,000,- 
000 to $3,800,000. The plan further calls for 
the splitting up of the shares of the bank on 
the basis of five new shares of $20 par value 
for each one old share of $100 par value. 

The Worcester Bank & Trust Company, 
which was organized in 1868 has for many 
years maintained its prestige as the largest 
commercial bank in Worcester. In the ad- 
ministration of trust funds this institution 
has also been foremost in volume and qual- 
ity of service, a recent statement showing 
trust funds of well over $20,000,000. The 
officers are: John E. White, president; Sam- 
uel D. Spurr, vice-president; Charles A. Bar- 
ton, vice-president and trust officer; Bertice 
F. Sawyer, vice-president; Warren S. Shep- 
ard, vice-president; Arthur C. Glass, vice- 
president and actuary; Alvin J. Daniels, 
treasurer; Frederick M. Hedden, secretary 3; 
Harry H. Sibley, assistant treasurer; Burt 
W. Greenwood, assistant treasurer; Freder- 
ick A. Minor, auditor. 

The Worcester County National Bank and 
affiliates serves about 100,000 families in 
Worcester County with over 60,000 custom- 
ers. The senior officers of the Worcester 
County National Bank are: President, Wal- 
ter Tufts; vice-presidents: Clarence A. 
Evans, Alfred R. Brigham, Frederick W. 
Holden, Harold 8S. Bowker, John J. Flynn, 
Harry R. McIntosh; cashier, Charles S. Put- 
nam and trust officer, Charles A. Evans. 
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The Focal Point 
of the Providence Market 


Outlined against the sky by day—lighted by a 
giant beacon by night—Industrial Trust Com- 
pany stands for service to the 500,000 people of 


the Greater Providence Market. 


Besides this main office, fourteen branch offices 
located at strategic points about Rhode Island 
bring all the services of modern banking to the 
people of this busy state. 


This focal point is the natural place for a 
Southern New England Banking Connection 


INDUSTRIAL 
TRUST COMPANY 


Resources More Than $150,000,000 Member of Federal Reserve System 


FIVE PROVIDENCE OFFICES {—. PROVIDENCE PAWTUCKET NEWPORT } 


111 Westminster Street — 63 Westminster Street 3 WOONSOCKET BRISTOL WESTERLY 3 


1473 Broad St.—220 Atwells Ave.—602 Elmwood Ave. i PASCOAG WARREN WICKFORD j 
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LOS ANGELES 


\W/ HEN a Banker has valued customers leaving for Southern 
California, he will do them a favor by giving them letters 
of introduction to Security-First National Bank. 


With Resources exceeding $500,000,000; with more than 
700,000 depositors; with many branches throughout Los 
Angeles, and in sixty-two communities from Imperial 
Valley on the South to Fresno and San Luis Obispo on the 
North...this is the dominant financial institution of the 
southern part of California. 


A large, highly organized and very efficient Trust Department; 
an Investment subsidiary...Security-First National Company; a 
Department of Research and Service, joined with a complete 
Banking service at every Branch, make this the Institution to 
employ as your Pacific Coast connection in every way any 


Bank can serve you. 


ECURITY-FIRST NATIONAL 


BANK OF LOS ANGELES 


LONSDALE ELECTED RAILROAD 
DIRECTOR 

John G. Lonsdale, president of the Ameri- 
cap Bankers Association and head of the 
Mercantile-Commerce Bank & Trust Company 
of St. Louis, was recently elected a director 
of the Texas & Pacific Railway. The rail- 
road field is one with which Mr. Lonsdale has 
been familiar from cross ties up. For a num- 
ber of years he has served as a director on 
the Missouri Pacific Railroad. His first in- 
timate knowledge of railroading problems 
was obtained when, as a young man of twen- 
ty, he constructed a_ sixty-five-mile line be- 
tween Hot Springs and Little Rock, Ark. His 
feat in obtaining a right-of-way, where oth- 
ers had failed, and his ultimate success in 
completing his venture, although he started 
out single-handed, attracted so much favor- 
able attention that he has been in demand 
ever since as an adviser in railway circles. 
Mr. Lonsdale also served as receiver in the 
Federal Court for the Little Rock, Hot 
Springs & Texas Railroad Company and as 
chairman of the Rail Consolidation Commit- 
tee of the American Bankers Association and 
the St. Louis Chamber of Commerce, 


JUDGE BECOMES TRUST COMPANY 
DIRECTOR 

The Wilmington Trust Company of Wil- 
mington, Del., announces the election of 
Judge Hugh M. Morris as a member of the 
board of directors. During his service on 
the judicial bench, Judge Morris maintained 
no official connection with any business en- 
terprise. He was a director of the Equitable 
Trust Company Wilmington before his 
appointment judge, but resigned that 
connection when assuming his judicial duties. 

The June 30th statement of the Wilming- 
ton Trust Company shows personal 
funds amounting to $125,000,000. 
largest volume of trust 
Delaware company. Banking resources 
total $58,561.946. with deposits of $25,157.- 
$322. The capital is $4,000,000; surplus and 
undivided profits, $10,787,862. The senior 
officers are: Chairman of the board, James 
I. Winchester; president, Henry P. Scott: 
vice-presidents: Pierre S. duPont, S. D. 
Townsend, H. R. Craig, Tilghman Johnston, 
Caleb M. Sheward, Elwyn Evans; vice-presi- 
dent and trust officer, Walter J. Laird; treas- 
urer, Herbert B. Mearns; secretary, W. 8. 
Townseud. 


of 
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trust 
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INTERESTING EXPERIENCES IN BROADCASTING THE MESSAGE 
OF TRUST SERVICE 


Efforts have been made to collate experi- 
ences and results obtained by trust companies 
and banks in using the radio to broadcast the 
advantages of trust service. The conclusion 
arrived at is that the degree of success de- 
pends chiefly upon the manner in which pro- 
grams are conducted and the ability to hold 
the attention of radio fans. The large num- 
ber of competing programs “on the air’ and 
the ability of the listener to switch to an- 
other station when he is bored, makes it nee- 
essary to exercise originality and cleverness 
in order to get the message over, 

The California National Bank and the af- 
filiated California Trust & Savings Bank of 
Sacramento, Cal.. have been among the rela- 
tively few banking institutions which have 
With success in experimenting in radio 
About a year ago the 
mento institution concluded an arrangement 
With the Sacramento Bee Station KF BK for 
a half hour’s use of the broadcast every 
Wednesday evening between 7.30 and 8 
The first programs consisted of 300- 
word announcements with musical records in- 
terspersed. 


met 


broadcasting. Sacra- 


o'clock. 


The favorable response prompted 
National Bank and its trust 
affiliate to put on a series of playlets called 
“Wisdom’s Half Hour,” which were prepared 


the California 


by Charles B. Brown. The characters were 
“Wisdom,” “Good Advice,” “Bad Advice” and 
“Folly,” with other characters presenting an 
allegorical prologue. An appealing human 
element was introduced by shifting the action 
to different types of homes where the value 
of trust service was illustrated by family 
discussions. Incorporated in these playlets 
were actual experiences of the trust depart- 
ment in dealing with clients and trust prob- 
lems. 

This series was followed by others named 
“In the Trust Officer’s Chair,” “Uncle Henry’s 
Will,” and dialogues. Members of the bank 
and trust company staff assumed the various 
parts and were carefully rehearsed in ad- 
vance. Everything of a technical nature in 
explaining different types of trust service and 
problems was taboo. The main idea was to 
present the message in a way that would 
strike home and the result has been that 
many new faces and customers have come to 
the bank and the trust department, attracted 
by these radio playlets and dialogues. The 
success of this experiment in broadcasting 
trust and banking service is due chiefly to 
the skilful collaboration between trust officers 
Claude M. Adams and Roy B. Blair, and the 
publicity director, W. S. Guilford. 


BROADCASTING THE MESSAGE OF TRUST SERVICE 
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15th ANNUAL CONVENTION 


FINANCIAL ADVERTISERS ASSOCIATION 
SEPTEMBER 17-20 


LOUISVILLE, KENTUCKY 


@ The 15th Annual Convention of the Financial 
Advertisers Association will be held this year 
at Louisville, Kentucky, September 17 to 20, at 
the Brown H Leaders in bank, trust, 
and investment advertising and selling will fore- 
gather to discuss the most resultful ways to meet 
the challenge of the next decade. 


The problems of the metropolitan institution, 
those located in medium size centers and small 
cities, will be studied. The elemental problems 
as well as the latest developments will find expres- 

hree days of intensive study. 


@ A balanced, forward program. 





@ A demonstration of how financial houses are meet- 
ing their fast-moving, daily changing advertising 
and selling problems. 


@ And further, an opportunity to analyze your 
advertising against that exhibited by hundreds 
of financial houses An opportunity 
to check your work against others. 


YOU ARE INVITED TO ATTEND 


A BUSINESS CONFERENCE 
THREE DAYS -- RESULTFUL 


For further information address Preston E. Reed, Executive Secretary, 231 S. La Salle St., Chicago 
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ANOTHER SKYSCRAPER IN THE WALL 
STREET AREA 

Plans have been filed by Henry L. Doherty 
& Company for the construction of a sixty- 
three story skyscraper to occupy the westerly 
portion of the Pearl street block between 
Pine and Cedar streets. This project will 
represent an investment of nearly $15,000,000 
and the new building is scheduled to be com- 
pleted in May, 1982, with one half ready for 
occupancy a year hence, The first nineteen 
floors will be occupied by the Doherty Com- 
pany and Cities Service. The upper floor 
will be used by Mr. Doherty for his library 
and office. 


NEw HOME TO BE CONSTRUCTED FOR 
HENRY L. DOHERTY AND COMPANY 
OF NEW YORK 


The Fourth Southern Trust Conference 
will be held in Charleston, South Carolina 
in the Spring of 1931 under the auspices of 
the Trust Company Division of the Ameri- 
can Bankers Association. 
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REPRESENTATION 
IN CHICAGO 
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Management and Disposition 
of Local Real Estate for 


non-residents 


Ancillary Administration in 


Illinois 


Special Facilities for the han- 
dling of State and Federal 
Court Receiverships 


& TRUST COMPANY 


69 WEST WASHINGTON STREET 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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PROMOTION AT EQUITABLE TRUST OF 
WILMINGTON 
Announcement is made by the Equitable 
Trust Company of Wilmington of the elec- 
tion of Rodman Ward as assistant trust 
officer. He attended Wilmington Friends’ 
School until 1916 when he matriculated at 
the Taft School at Waterbury, Conn., from 
where he was graduated in 1920. Following 
his graduation he attended Williams College, 
receiving the degree of Bachelor of Arts in 
1924, then continued his studies abroad both 
in England and on the Continent for a period 
of one year. Following this he was engaged 
in publishing work in New York City. He 
came with Equitable Trust Company in the 

Summer of 1928. 

The Equitable Trust Company recently 
devised a clever plan, the central feature of 
which is a financial blueprint visualizing the 
various factors entering in the 
well as protection of an estate. 


creation as 


THOMAS S. GATES BECOMES PRESIDENT 
OF UNIVERSITY OF PENNSYLVANIA 


Thomas Sovereign Gates, a partner in 
Drexel & Company and J. P. Morgan & Com- 
pany, has accepted office of president of the 
University of Pennsylvania. Dr. Josiah H. 
Penniman will continue as provost of the 
university. A condition to the acceptance 
of the presidency is his stipulation that he 
serve without pay. As president Mr. Gates 
will play a leading role in an important re- 
organization of the corporate structure and 
administration of the university. 

Following his acceptance of the presidency 
of the University of Pennsylvania, Mr. Gates 
announced his retirement as partner in the 
banking firms of J. P. Morgan & Company, 
and Drexel & Company, in order to give his 
undivided attention to his new duties. 


James T. Heenehan, a member of the New 


York Bar, has been appointed deputy super- 
intendent of banks of the state of New York. 

The Marine Midland Trust Company of 
New York has been appointed trustee secur- 
ing $40,000,000 5s of the Chicago, Rock 
Island and Gulf Railway Company, and reg- 
istrar for 240,000 shares of International Salt 
Company capital stock. 

Frank M. Hindle, formerly manager of the 
Anglo-Czechoslovakian Bank of Prague, has 
been appointed European representative of 
the Commercial National Bank & Trust Com- 
pany of New York with offices in London. 

Alvah H. Hart has been elected assistant 
secretary of the Princeton Bank & Trust 
Company of Princeton, N. J. 


Crust Companies 


A MONTHLY MAGAZINE DEVOTED TO THE 
INTERESTS OF TRUST COMPANIES 
OF THE UNITED STATES 
TRUST COMPANIES PUBLISHING ASSOCIATION 
No. 55 Liberty St., N. Y. City 
Long Distance Telephone, 3314 Rector 


C. A. LUHNOW, Editor and Publisher 


C. D. HOUSE, Business Manager 


C. H. McLEAN, Advertising Representative 
HERBERT L. DAVIS, Associate Editor 


Advertisements of trust companies, banks, finan- 
cial institutions and advertisers, who wish to use 
the advertising columns of TRUST COMPANIES 
will be inserted for publication at rates which will 
be sent on application. 

Insertions of meetings, dividends, statements, or- 
ganizations, etc., at special rates for each insertion. 


SUBSCRIPTIONS: The subscription price of 
TRUST COMPANIES is $5.00 annually. Single 
copies, 60 cents. Subscriptions payable in ad- 
vance. Foreign Subscriptions require $1.00 ad- 
ditional for postage. 


Entered at the New York Post Office as Second 
Class Mail Matter 


WASHINGTON, D. C., OFFICE 
Suite 20, Rust Building, 1001 15th Street, N. W. 
Telephone, Main 3807 


Associate Member Financial Advertisers’ Ass’n. 


THE TRUST COMPANY OF NEW JERSEY 

Serving an army of 125,000 depositors, The 
Trust Company of New Jersey, with main of- 
fice in Journal Square, Jersey City, reports 
total resources of $97,472,913, including cash 
on hand and in bank, $7,261,747: loans on 
collateral, $22,242,209; U. S., county and mu- 
nicipal bonds, $10,468,101; other securities, 
$12,649,554: bills purchased, $19,617,905; 
bonds and mortgages, $18,219.200. Deposits 
total $82,844,671. Capital is $5,700,000; sur- 
plus, $6,000,000, and undivided profits, $2,505,- 
849. In addition to the last regular dividend 
an extra dividend of 1 per cent was author- 
ized by directors. The Trust Company of 
New Jersey has ten branch offices and two 
affiliated trust companies in Hudson County. 


Kenneth W. Banta and Hugh Brooks have 
heen appointed assistant 
the National City 


vice-presidents of 
sank of New York. 

Harry H. Bucks and Edward Green have 
been advanced from assistant treasurers to 
assistant vice-presidents of the Bankers 
Trust Company of Philadelphia. 

W. Stuart Witham, Jr., has been elected 
vice-president and trust officer of the Georgia 
Savings Bank & Trust Company of Atlanta. 
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SCOTT E. LAMB ELECTED PRESIDENT OF 
METROPOLITAN TRUST OF DETROIT 


Following a recent meeting of the board 
of directors of the Metropolitan Trust Com- 
pany of Detroit, announcement was made of 
the election of Scott E. Lamb as president 
of the company, succeeding Harvey Wallace, 
who is retiring to give complete attention 
to his personal and financial in- 
terests. 


business 


Scott E. LAMB 
Elected President of the Metropolitan Trust Co. of Detroit 
succeeding Harry Wallace, retired 

Prior to the acceptance of his new post, 
Mr. Lamb had been, since its inception in 
1925, vice-president and director of the Fi- 
delity Trust Company of Detroit. 
the formation of the Fidelity Trust Com- 
pany, Mr. Lamb was for five years chief 
examiner for the State Banking Department, 
Lansing, Mich., and previous to that had 
been connected with institutions covering 
every phase of banking. He brings to the 
Metropolitan Trust Company of Detroit a 
wide banking and trust company experience. 


Before 


Alfred I. du Pont interests have acquired a 
controlling stock in the Daytona Bank & 
Trust Company of Daytona Beach, Fla. 

Frederick R. von Windegger, executive 
vice-president of the Guaranty Bank & Trust 
Company of St. Louis, Mo., has been elected 
president of the institution. 


AA 


"WW 


| 

a 

A, 
= 


BACK OF YOUR CHECK STANDS 
YOUR NAME AND REPUTATION 


You can effectively capitalize the pride you 
have in both through checks made on La 
Monte National Safety Paper—crisp ... 
distinctive ... safe. 

By embodying your individual emblem 
in this standard check paper, you can gain 
added prestige for your institution and give 
new force to advertising its service. 

Your checks have a hidden value...a 
double value . . . and you can realize a 
handsome return on them, if they are made 
on La Monte National Safety Paper. 

We'll gladly prepare sketches of a spe- 
cial design for you, free of cost. George 


La Monte & Son,61 Broadway, New York City. 


FREE — An unusual sample book of checks, 
G-17, made on La Monte National Safety Paper. 
— ; 
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PROGRAM OF THE EIGHTH REGIONAL PACIFIC COAST 
TRUST CONFERENCE 


Seattle, Washington, with its charm of 
scenic setting will be the Mecca for trust offi- 
cers of the Pacific Coast and Rocky Mountain 
States, responding to the call for the eighth 
regional trust conference to be held August 
6th, 7th and Sth. The program of speakers 
and topics reveals exceptional care and pre- 
liminary labor on the part of committees. 
The conference will embrace five sessions 
with headquarters in the Olympic Hotel and 
sponsored jointly by the Trust Company Di- 
vision of the American Bankers Association 
and the Corporate Fiduciary Associations of 
Seattle and the State of Washington. A fea- 
ture is that the respective sessions will be 
sponsored by trust organizations of various 
participating states. 

The first session will be under the ban- 
ners of Oregon trust officers with D. W. 
Holgate, trust officer of the United States 
National Bank of Portland, as standard 
bearer and presiding officer. “Will Planning” 
will be the first paper by Blaine B. Coles, 
vice-president of the Security Savings & 
“Precautions 


Trust Company of Portland. 
to Protect Trustees in Taking Over Assets 
from an Individual Executor,’ will be the 
topic discussed by C. F. Reilly, trust officer 
Hibernia Commercial and Savings Bank of 
Portland. 

Southern California trust officers will be 


at the bat at the second session with Hal. 
ecott B. Thomas, vice-president and trust offi- 
cer of the Citizens National Trust & Savings 
Bank of Los Angeles, as umpire. F. R. Beh- 
rends, vice-president and trust officer of the 
California Trust Company of Los Angeles, 
will treat of the responsibilities and liabili- 
ties of the transfer agent and registrar; John 
Veehuysen, vice-president of Guaranty office 
of Security-First National Bank of Los An- 
geles, will explain how to avoid losses in ac- 
cepting and managing trust business, and 
A. L. Lathrop, vice-president of the Union 
Bank & Trust Company of Los Angeles, will 
deal with the question of liberalizing legal 
restrictions upon the investment of trust 
funds. 

The program for the remaining sessions is 
as follows: 

Third Session, Thursday morning, August 
7th, sponsored by Northern California. J. E. 
MeGauigin, vice-president Bank of America 
of. California, San Francisco, presiding. 
“Trust Department Organization in Branch 


Banking Institutions,’ W. T. Cross, vice- 
president Bank of Italy National Trust & 
Savings Association, San Francisco. “A Re- 
view of Educational Plans in Trust Work,” 
G. Elmer Jennings, assistant trust officer 
Wells Fargo Bank & Union Trust Company, 
San Francisco. “Results of Trust Depart- 
ment Examinations,” A. A. Rosenshine, legal 
counsel for Superintendent of Banks of Cali- 
fornia. 

Fourth Session, Friday morning, August 
Sth, sponsored by Utah. George T. Petersen, 
secretary Bankers Trust Company, Salt Lake 
City, Utah, presiding. “The Pitfalls of Avoid- 
ing Probate,’ D. J. Barker, assistant trust 
officer Ogden State Bank, Ogden, Utah. “The 
Value of the Escrow Department,” Reed E. 
Holt, assistant trust officer Walker Brothers 
Bankers, Salt Lake City, Utah. 

Fifth Friday afternoon, August 
8th, sponsored by Trust Company Division, 
American Bankers Association. Henry E. 
Sargent, secretary Trust Company Division, 
presiding. ‘Proven Methods for Securing 
New and Profitable Trust Business,’ W. 
Tresckow, vice-president Central Hanover 
Bank & Trust Company, New York City. 
Symposium. “Is It Sound Practice to Accept 
Appointment as Co-executor or Co-trustee,” 
EK. J. Drew, vice-president American Trust 
Company, San Francisco; A. L. Grutze, vice- 
president Title & Trust Company, Portland; 
W. S. Guilford, California National Bank, 
Sacramento, Cal.; W. J. Kommers, vice-presi- 
dent Old National Bank & Union Trust Com- 
pany, Spokane, Wash.; Daniel Read, vice- 
president Central National Bank, Oakland. 
Cal.; Mare Ryan, vice-president Bank of 
Italy National Trust & Savings Association, 
Los Angeles; Lane Webber, vice-president 
First National Trust & Savings Bank, San 
Diego, Cal. 

A banquet session will be held Friday even- 
ing, August 8th, Worrall Wilson, chairman 
of board Seattle Trust Company, Seattle, 
Wash., presiding; “Wills and Will Makers,” 
William A. Dixon, vice-president Whitney 
Central Bank & Trust Company, New Or- 
leans, La. 


Session, 


Charles H. Moore has resigned as vice- 
president of the Union Trust Company of 
Rochester, N. Y., and will provide an inde- 
pendent service to handle estate and probate 
matters. 
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Hawaiian Fisherman 


A SOUND GROWTH 


Based on 31 Years’ Service 


TO HAWAII 


Capital, Surplus and Undivided Profits 


1898 . . 
1918. . 


a. ss 


$35,641.63 
$518,234.55 
$3,589, 227.97 


HAWAIIAN TRUST COMPANY, Ltd. 


Established 1898 
HONOLULU, HAWAII 
The Oldest Trust Company in Hawaii 








RESPONSIBILITY OF DIRECTORS 
TOWARD TRUST DEPARTMENT 


William H. Lindsay, auditor of the Provi- 
dent Trust Company of Philadelphia, in an 
address on responsibilities of directors at the 
recent annual convention of the American 
Institute of Bankers, places special stress 
upon supervision and audit of trust depart- 
ment operations. He says in part: “Courts 
have held that directors stand in a fiduciary 
capacity to the corporation and the stock- 
holders and the powers incident thereto have 
more latitude than those of the trustee ap- 
pointed by deed, will or decree of court, This 
wider freedom imposes stricter responsibility 
to perform every duty with the utmost care. 
For the trust department there should be 
itemized summary of changes and present 
balance; all purchases made for trust es- 
tates and agency accounts; all items received 
in kind for trust estates and agency accounts; 
all items sold for trust estates and agency 
accounts showing amounts gained or lost; 
applications for mortgages giving details. 

“The major responsibility of the directors 





is to see that their institution is operated 
safely and economically to provide earnings 
to compensate the stockholders. These re- 
sponsibilities can be discharged only if a 
competent operating officer is chosen. It 
should be the aim of the directors to direct 
rather than dominate and be regular in the 
attendance of meetings. They should insti- 
tute a definite policy to insure the content- 
ment of the personnel. There should be at 
least one examination each year of all the 
assets of the company and the trust depart- 
ment by the directors and partial ones more 
frequently by a small committee of the board. 
Joint control of all negotiable assets should 
be established and maintained. 


PROVIDENT MUTUAL LIFE 

On June 16th the Provident Mutual Life 
Insurance Company of Philadelphia obtained 
its first billion of life insurance outstanding, 
having more than trebled its business since 
1915. The assets of the company as of Janu- 
ary 1, 1930, amounted to $233,710,000, with 
contingeney reserves of over 17 millions. 
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HERBERT L. DAVIS, LL.M. 


(Formerly Referee and Auditor, Supreme Court, D.C.) 
ATTORNEY AND CouNSELLOR aT Law 
1001 Fifteenth Street, N.W., Washington, D.C. 


Author of 


Specializing in the Law of 
Banks and Banking, Account- 
ing and Infringement Suits. 
Practicing before Federal De- 
partments, Bureaus, Agencies 
and Commissions. 


"TREATISE, LEGAL ACCOUNTING, 
BANKS AND BANKING, ETC. 


This Treatise is Highly Commended by Deservedly Noted 
Bankers, Jurists, Accountants, and Others 


Ready for 
Delivery — 


Order Now! 


HERBERT L. DAVIS, ESQ. 
Suite 15, Rust Building, Washington, D.C. 


Send me Davis on Legal Accounting and 


Court Auditing—Buckram, $10.00 delivered. 
Name 
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BANK BALANCES AND INHERITANCE 
TAX 


An interesting decision was rendered re- 
cently by the Court of Appeals in Ohio in 
Guaranty Trust Company vs. State, to the 
effect that there is no inheritance tax due 
to Ohio upon the bank balance of a person 
who died domicled in New York. 

Fred E. Bright, a resident of New York 
and domiciled there at the time of his death, 
died in October, 1925. At the time of his 
death he owned fifty-five shares of the capi- 
tal stock of the Central National Bank Sav- 
ings and Trust Company of Cleveland, Ohio, 
valued at $15,125. The certificates were in 
the decedent’s safe deposit box in New York 
City. He also had on deposit in three Cleve- 
land, Ohio, banks the sum of $680,047.26. 
The rules of the depositaries provided that 
the deposits were not payable on demand but 
only after sixty days notice. The executor 
and legatees were residents of New York. 
The question was whether or not the State of 
Ohio might impose an inheritance tax upon 
these items. 

The Court held that as to the shares of 
stock in question, they were subject to the 
Ohio Inheritance Tax as the property they 


Check Inc. 





represent was part of the capital assets of 
an Ohio Bank and in use and operation for 
the transaction of the banking business with- 
in the State of Ohio. With respect to the 
bank balances aggregating $680,047.26, how- 
ever, the Court held that their taxation would 
be contrary to the State and Federal Con- 
stitution. The bank deposits created the 
relationship of debtor and creditor and the 
bank was owner of the deposits. No tax 
could be imposed as the creditor had no 
ownership of the deposits and the jurisdiction 
for such taxation rested solely with the State 
of the domicile. 


The City Bank Farmers Trust Company 
of New York has been appointed registrar 
of the stocks of the Insull Utility Invest- 
ments, Inc. 

Bankers Trust Company of New York, has 
been appointed registrar for the common 
stock and for voting trust certificates for 
common stock of the Columbia Oil & Gaso- 
line Corporation. 

The Chase National Bank has been ap- 
pointed registrar of the common no par 
value stock of American Composite Shares 
Corporation. 
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UNIQUE USE OF “ELECTRIC EYE” AT 

FIDELITY UNION TRUST COMPANY 

The Fidelity Union Trust Company of New- 
ark, N. J. recently staged a novel lobby dis- 
play which makes use of one of the latest 
scientific wonders, namely, the Westinghouse 
“Electric Eye’. This is a photo-electric cell 
which has more than human sensitivity. It 
is being developed in several directions, and 
has unlimited possibilities for industry. As 
an example, it has been used to open a gar- 
age door when headlights are turned on it, 
or to inspect and reject in factory opera- 
tions. It initiates operations—such as ring- 
ing an alarm to stop a paper machine when 
a break occurs; starting and reversing auto- 
matically sheet or bar mills from the position 
of the bar. These are but a few of its many 
commercial uses. The lobby display used 
by the Fidelity Union made use of the 
“Electric Eye’ to choose from a moving 
line of small figures those that were thrifty 
from those that were not. Every time the 
“Eye” sighted a spendthrift, it directed him 
down the Road to Failure. Mr. Thrift pro- 
ceeds in the opposite direction—to 
When the light on the left of the display 
glows brightly, the Spendthrift Meter warns 
with its arm, “There goes another spend- 
thrift.” 


success. 


REGIONAL PLAN OF BANK HOLDING 
CORPORATION 

In order to centralize and bring about a 
more advanced degree of coordination among 
the banks composing units of the Wisconsin 
Bankshares Corporation a regional plan has 
been adopted which divides the state into 
districts. Each district will be in charge of 
an official. The Milwaukee area is in charge 
of William H. Correll, secretary of the Wis- 
consin Bankshares Corporation; the south- 
central section will be in charge of Leo T. 
Crowley; Louis Schriber in charge of the 
Oshkosh-Fond du Lae district and Frank 
Pierce in charge of the Menominee-EKau Claire 
district. 





Outstanding Fiduciary 
Service in Virginia 


Established 1865 
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VIRGINIA 


Resources $40,000,000 








THE WASHINGTON LOAN AND TRUST 
COMPANY 

resources of $18,791,509 
shown in the latest financial return of the 
Washington Loan and Trust Company of 
Washington, D. C., of which John B. Larner 
is president and John Joy Edison, chairman 
of the board. Deposits total $15,288,775 with 
capital of $1,000,000; surplus, $2,300,000 and 
undivided profits of $183,357, making capital 
structure of $3,485,357. 


Combined are 


CITIZENS TRUST COMPANY OF UTICA 

Uninterrupted growth is shown by the 
Citizens Trust Company of Rochester, N. Y., 
Which reports resources of $30,991,604; de- 
posits, $23,909.269; capital, $1,625,000; sur- 
plus and undivided profits, $1,869,485. The 
trust department shows testamentary and 
living trusts, $4,503, S79; estates, guardian- 
ships and other fiduciary accounts, $2,785,- 
985 and corporate trusts, $9,080,724. 


The American Bank and Trust Company 
and the Franklin Guaranty Bank of Johnson 
City, Tenn., have been merged with F. L. 
Wallace as president. 
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INCORPORATED 1864 


SAFE DEPOSIT AND TRUST CO. 


OF BALTIMORE 
13 SOUTH STREET 


SURPLUS AND PROFITS OVER $4,790,000 


OFFICERS 
H. WALTERS, CHAIRMAN OF BOARD 
JOHN J. NELLIGAN, PRESIDENT 
JOHN W. MARSHALL : : - VICE-PRES. ANDREW H, TROEGER - - - 
ANDREW P. SPAMER - - 2D VICE-PREs. J. EDWARD KNAPP - ASST. TREAS. 


H. H. M. LEE > ° - 3D VICE-PREs. THOMAS B. BUTLER ASST. TO 4TH VICE-PREs. 
JOSEPH B. KIRBY ~- - 4TH VICE-PRES. ROBERT B. CHAPMAN - = ASST. TREAS. 


CAPITAL, $2,000,000 


ASST. TREAS. 


GEORGE B. GAMMIE- - * TREASURER 
WILLIAM R. HUBNER ASST. V.-P, & SEC. 
REGINALD S. OPIE ° : ° AssT. V.-P. 
GEORGE PAUSCH . . - AssT. V.-P. 
ALBERT P. STROBEL - REAL ESTATE OFFICER 
JOHN W. BOSLEY ~ ASST. TREAS. & ASST, SEC. 
EDGAR H. CROMWELL - ASST. TREAS. & ASST. SEC. 


ROLAND L. MILLER * > - 
HARRY E. CHALLIS = = ASST. CASHIER 
MAURICE J. NELLIGAN sd - ASST. CASHIER 
RAYMOND E. BURNETT - - - AUDITOR 
HOWARD W. BAYNARD ad ° ASST. AUDITOR 
JAMES S. ASHER - - ASST. AUDITOR 
CHAS. F. LECHTHALER ASST. REAL EST. OFFICER 


CASHIER 


DIRECTORS 


H. WALTERS 

WALDO NEWCOMER 
NORMAN JAMES 
SAMUEL M. SHOEMAKER 


INHERITANCE TAX INFORMATION AT A 


GLANCE 

The Old Colony Trust Company of Boston, 
affiliated with the First National Bank of 
Boston, has issued the sixth edition of its 
annual publication which summarizes and 
brings up to date information on all essential 
phases of inheritance tax information, cover- 
ing the federal, state and territorial require- 
ments. This compilation is as authentic as 
it is possible to make it with ‘the assistance 
of the Tax Commissioner, banks and trust 
companies in each of the states and terri- 
tories. The information is first summarized 
in memorandum and classified form and de- 
tailed by states in statistical tables. 


These annual compilations by the Old Col- 
ony Trust Company have proven popular and 
are in general demand by trust officers, law- 
years and others interested in the subject 
of inheritance or estate taxation. In tabular 
form there is presented the application of 
the inheritance tax by states, with keyed an- 
swers to questions that most frequently rise 
in dealing with the subject. This informa- 
tion is of especial value to trust officers in 
handling estates or transfers which involve 
different tax jurisdictions. Another table 
shows inheritance tax exemptions and rates, 
itemized according to states and territories. 
A third table affords a handy picture of in- 
formation as to estate information. An insert 
covers the rates and exemptions under the 
New York estate tax law which goes into 
effect September 1, 1930. Other tabular mat- 
ter refers to federal estate tax and the Massa- 
chusetts inheritance tax rates. Under the 
head of “General Remarks” there is a sum- 
mary of the status of death taxes, etc. 


BLANCHARD RANDALL 
ELISHA H. PERKINS 
JOHN J. NELLIGAN 
JOHN W. MARSHALL 


ROBERT GARRETT 
GEORGE C. JENKINS 
HOWARD BRUCE 
MORRIS WHITRIDGE 


TEN WAYS OF INCREASING NET VALUE 
OF AN ESTATE 

A new booklet just issued by Central Han- 
over Bank & Trust Company of New York 
outlines ten ways in which to provide for 
reducing the shrinkage on estates. The book- 
let, the work of the trust department, de- 
scribes in clear and concise form the vari- 
ous methods utilized to save money for Cen- 
tral Hanover trust customers, In an analysis 
of estate shrinkage compiled from govern- 
ment records on 32,668 estates, Central Han- 
over has found that the average shrinkage 
on these estates from all causes has totaled 
18.48 per cent, nearly a fifth of the average 
estate considered. It is felt that by a spe- 
cial provision for guarding against the dan- 
gers which caused the shrinkages, consider- 
able amounts could be saved above the econ- 
omies usually effected in careful estate ad- 
ministration. 

The major point made by Central Hanover 
is that large savings are possible when 
the estate is considered in advance. After a 
man’s death, little can be done other than 
efficient administrative service. Some of 
the methods of increasing the net value of an 
estate are listed by Central Hanover as a 
general coordination of estate items, the 
avoidance of unnecessary transfer proceed- 
ings, legitimate tax savings through avoid- 
ance of duplicate taxation, and the provision 
of ready cash to expedite settlements. Cen- 
tral Hanover also stresses the value of proper 
legal advice to avoid costs of estate litiga- 
tion. The booklet, in addition, warns against 
the danger of shrinkage in business inter- 
ests, and makes suggestions for the proper 
management of life insurance proceeds. 
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BANKS AND TRUST COMPANIES JOIN IN MASSACHUSETTS 
TERCENTENARY CELEBRATION 


Hundreds of thousands and perhaps mil- 
lions of Americans are flocking to the green 
hills and glistening shores of Massachusetts 
this summer to participate in the numerous 
events which mark the Tercentenary celebra- 
tion or the 300th anniversary of the establish- 
ment of the Massachusetts Bay Colony in 
New England in 1630. The celebration more- 
over signalizes the first charter of free govy- 
ernment granted to any community in the 
New World and marked the beginning of the 
struggle for American freedom and indepen- 
dence. 


the National Shawmut Bank and George S. 
Mumford, president of the Atlantic National. 





The banks and trust companies of Boston 
are taking a leading part in making this cele- 
bration a great success and of impressing 
upon visitors that New England is far from 
laboring in a state of “economic decadence.” 
On the contrary, Massachusetts is prepared 
to show by census and other reliable statis- 


Tercentenary medallion to commemorate the 
300th anniversary of the establishment of the 
Massachusetts Bay Colony in New England,. 


tics that New England is not only holding 
its own in all material things but striding 
ahead of other sections of the country. 
The banks and trust companies of Boston 
are foremost in raising the necessary funds 
for the celebration. In addition to handsome 
sums already contributed by the state and 
city, a special Tercentenary Citizens Commit- 
tee Fund of Boston is raising another $300,- 
000 by popular subscription. Prominent bank 
members of the committee include Philip 
Stockton, president of First National Bank 
of Boston; Walter S. Bucklin, president of 
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JOHN WINTHROP 
First Governor of the Massachusetts Bay Colony 


1630-1930. 


First National Bank of Boston sponsors 
the Tercentenary silver 50-cent coin of which 
the United States Treasury will issue 500,- 
000. The State Street Trust Company, which 
has always manifested keen interest in pa- 
triotic and historical matters affecting New 
England, has printed a handsome pamphlet 
descriptive of the Tercentenary Medallion 
issued in commemoration of the 300th anni- 
versary of the founding of the Massachu- 
setts Bay Colony. The Central Trust Com- 
pany of Cambridge exhibits in its main win- 
dow a miniature model of the “Pageant of 
the Puritans” and many other banks and 
trust companies in Massachusetts will con- 
tribute to the celebration. 

The Old Colony Trust Company’s contribu 
tion to the tercentenary celebration consists 
of a series of display newspaper advertise- 
ments which feature incidents and illustra- 
tions dealing with the early days in New 
England and Boston. 


A recent compilation showed that there 
are in New England ten groups of associate 
banks, operating in every state except New 
Hampshire and Vermont. 

The First National Old Colony Corpora- 
tion of Boston has opened a new branch of- 
fice in the Lincoln Building in New York 


under the direction of Robert J. Horr. The 
First National Old Colony Corporation has 
nineteen offices in principal financial centers, 
the main office in New York being at 100 
Broadway. 
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FIDELITY TRUST COMPANY BECOMES THE MARINE MIDLAND 
TRUST COMPANY OF NEW YORK 


The change in the corporate title of the 
Fidelity Trust Company of New York on 
July 1st to that of the Marine Midland Trust 
Company of New York, signifies the formal 
and active alignment of the institution with 
the important Marine Midland Group of 
banks and trust companies. It means also 
the first important entry of group banking 
operations in New York City as distinguished 
from branch banking. As the New York City 
unit of the Marine Midland Group the Marine 
Midland Trust Company of New York, brings 
to its clients a statewide banking service, 
made possible through the sixteen other 
banks and trust companies in the Marine 
Midland Group, embracing units in Troy, 
Buffalo, Rochester, Niagara Falls, Bingham- 
ton and nine other large communities in 
New York State, with combined assets of 
over $600,000,000. Through this affiliation the 
New York institution ties up its services with 
up-state business and facilities requiring 
executive personnel of 507 officers and di- 
rectors in sixty-nine banking offices. 

Coincident with the change in name the 
capital of the Marine Midland Trust Com- 
pany of New York has been increased $4,000,- 
000 to $10,000,000 and surplus’ from 
$4,000,000 to $6,000,000, making combined 
capital, surplus and undivided profits of 
$21,400,641, besides reserves of $446,035. 
The increase in capital and surplus was 
authorized by stockholders. The added serv- 
ice and new volume of business brought by 
this alliance and due to new interests com- 
ing into the institution is reflected in an 
increase in deposits since March 27th from 
$51,790,000 to $80,475,710, with increase in 
total resources from $69,236,000 to $106,228,- 
187. 

James G. Blaine continues as president of 


the Marine Midland Trust Company and 
has been elected a vice-president and direc- 
tor of the Marine Midland Corporation. Ad- 
ditional directors have been added to the 
board of directors as well as an_=en- 
larged executive staff, including the Fidelity 
Trust personnel. Among the latest additions 
is the election of C. J. Bertheau as _ vice- 
president. He was until recently vice-presi- 
dent and director of the Pacific Trust Com- 
pany of New York which is being merged 
with the Manufacturers Trust Company. Mr. 
Bertheau has had an extended banking ex- 
perience in this country and abroad. 

The Marine Midland Trust Company, aside 
from its group associations and facilities, 
has five offices in New York City, besides 
the main office at 120 Broadway. Unusual 
interest attends the alignment of the Marine 
Midland Trust Company with the most im- 
portant and largest bank group organization 
in the Eastern States, inasmuch as it is ex- 
pected to demonstrate the advantages of this 
phase of banking development which has as: 
sumed such large proportions. 


MARINE MIDLAND CORPORATION 

The sixteen banks and trust companies of 
New York State comprising the Marine Mid- 
land Corporation group commanded on June 
30th combined resources of $628,059,991, in- 
cluding loans and discounts of $327,960.000 : 
U. S. and other securities, $134,884,000; 
mortgages, $34,198,000; letters of credit and 
liability, $32,215,000. 
$33,175,000; surplus, $29,910,000 ; 
undivided profits, $18,528,000; reserves, 
$6,517,592, and deposits, $506,913,053. The 
Marine Midland Trust Company of New 
York City is the latest addition to this group. 
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capital is 


Combined 
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Your Baltimore business 
will have prompt and 
thorough care 
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FEDERAL RESERVE 
SYSTEM 
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FULTON TRUST COMPANY COMMEMO.- 
RATES FORTIETH ANNIVERSARY 

To commemorate forty years of progress 
“trust company of personal service,” 
the Fulton Trust Company of New York has 
issued a most interesting little brochure en- 
titled “Lower Broadway and the Fulton 
Trust Company.” The reader who seans the 
pages of this booklet is impressed with the 
great contrast of New York and lower Broad- 
way of forty with today. There 
were none of the present towering skyscrap- 
ers in 1890 when the Fulton Trust Company 
was founded. Sleighs and horse vehicles and 
even trees flourished in those days in the 
lower Manhattan canyons where no vestige 
of nature’s green is to be seen save in Trinity 
and St. Paul churchyards, except in florist 
shops. 

The Fulton Trust Company has occupied 
a niche all its own in the New York trust 
company field. It has eschewed new align- 
ments and departments, preferring to cling 
to personal trust administration. This policy 
has yielded a large volume of personal trust 
and estate business. The founder of the 
company was Hermann H. Cammann and the 
first president was Henry C. Swords, who 
continued as president until his death in 
1924 and was succeeded as president by the 
present incumbent, Edmund P. Rogers, with 
Lewis Spencer Morris as chairman of board. 


as a 


years ago 


The latest financial statement shows bank- 
ing resources of $21,519,367; deposits, $15,- 
916,000; capital, $2,000,000; surplus, $2,000,- 
000, and undivided profits of $1,450,584. Re- 
cently the company purchased the site at 
1002-1004 Madison avenue, between Seventy- 
seventh and Seventy-eighth street, where a 
building will be erected for an uptown branch 
with complete equipment including safe de- 
posit vaults. 











NEw UPTOWN BRANCH OF THE FULTON TRUST 

COMPANY OF NEW YoRK, MADISON AVENUE BE- 

TWEEN 77TH AND 78TH STREETS, WHICH WILL BE 

READY FOR OCCUPANCY THE LATTER PART OF THE 
CURRENT YEAR. 


The Dollar Savings & Trust Company of 
Wheeling, W. Va., recently took possession 
of a new addition to its building. The com- 
pany has resources of $17,506,268 and trust 
funds of $14,496,855. 
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alifornia 
Trust 
Company 


“A Permanent Trustee” 


629 SOUTH SPRING STREET 
LOS ANGELES, CALIFORNIA 


Trust Service Exclusively 


In constant contact with 
current business conditions 
within the state — whose 
name it bears — The Cali- 
fornia Trust Company of- 
fers a distinct service in 
all fiduciary matters. 
a> 


OWNED BY 


California Bank 


which with its affiliated institutions 
has combined resources of over 


$130,000,000 





Complete Trust Department 


Title Insurance 





Escrows 


We solicit your 
referred business. 


Capital and Surplus 
over $700,000.00 


Title and Trust 
COMPANY 


TITLE AND TRUST BUILDING ~ PORTLAND 
OREGON 


CHASE NATIONAL BREAKS ANOTHER WORLD RECORD 


The Chase National Bank of New York 
has captured another record. On June 30th 
the bank reported a huge deposit total of 
$2,065,434,000. That figure establishes for 
the first time that any bank throughout the 
world has passed the two )Dillion mark in 
deposits. Another high record for financial 
institutions, was the showing of $2,648,958,- 
000 in aggregate resources, which does not 
include figures for the Chase Securities Cor- 
poration or of any of the other affiliations. 
It gives effect, however, to the incorporation 
of the deposits and business of the former 
Equitable Trust Company and _ Interstate 
Trust Company which were merged with the 
Chase early in June. It is noteworthy that 
the June 30fh totals are substantially higher 
than those shown in the first consolidated 
statement when the merger became effective. 

The June 30th statement of undivided 
profits, $63,318,000, shows an increase of 
$2,595,000 as compared with June 2. Depos- 
its in the new statement show an increase 
of $1,238,112,000 over the deposits reported 
by the bank a year ago. Total resources on 
June 30th were $1,532,554,000 greater than 
on June 30, 1929. Combined eapital, surplus 


and undivided profits in the new statement 
amounted to §$359,318,000, an increase of 
$216,467,000 over a year ago. 

In reflecting the expansion of the Chase 
National Bank during the past year, these 
figures also give effect to consolidations with 
the National Park Bank, the Equitable Trust 
Company and the Interstate Trust Company. 
It is an interesting commentary on the ex- 
pansion of the Chase National Bank that the 
bank’s capital funds are now as large as 
the total deposits were at the end of 1920. 

The Chase Bank, France, which prior to 
the merger of the Chase National Bank of 
New York and the Equitable Trust Company, 
was the Equitable Trust organization in 
Paris with offices at 41 Rue Cambon, an- 
nounces the opening of a branch in uptown 
Paris. This branch is temporarily located 
on the ground floor of the George V Hotel, 
31 Avenue George V, off the Champs Elysees 
and will supplement the facilities of the main 
office at 41 Rue Cambon. 

Permanent ground floor bank quarters are 
being prepared for this uptown Paris branch 
in a new building adjoining the temporary 
location on Avenue George V. 
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The Oldest Trust Company in Massachusetts 


1868 - 


1930 


Offers Complete Fiduciary Service for Corporations 
Trust Funds Over $25,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 





LOUIS GRAVERAET KAUFMAN CELEBRATES TWENTY YEARS 
AS NEW YORK BANK PRESIDENT 


Twenty years is more than a lifetime in 
the swiftly moving panorama of banking de- 
velopments of New York City. While there 
are quite a number of bankers who have 
occupied official positions longer than twenty 
years, the distinction belongs to Louis 
Graveraet Kaufman of the Chatham Phenix 
National Bank & Trust Company of being 
the only one among the presidents of Clear- 
ing House banks to continue in that office 
during this span of two decades. It means 
that the bank which his forceful genius built 


Louis G. KAUFMAN 


President, Chatham-Phenix National Bank and Trust 
Company of New York 


up from resources of $10,000,000 and a single 
office with forty-seven employees to an or- 
ganization with fifteen offices, 1500 employees 
and resources of over $326,000,000, still de- 
mands his direction instead of his nominal 
guidance as chairman of the board of direc- 
tors. 

Mr. Kaufman’s associates at the Chatham 
Phenix vie with each other in appreciative 
acknowledgments of his qualities of leader- 
ship as a banker and even more of his loyalty 
and sympathetic interest. Besides develop- 
ing the Chatham Phenix into one of Ameri- 
ea’s great banks, Mr. Kaufman has the dis- 
tinction of being the first national bank pres- 
ident in the country to establish a branch of- 
fice with the consent and authority of the 
Comptroller of the Currency, as also the first 
in New York City to incorporate the words 
“Trust Company’ in the official name of a 
national bank. The success of the bank 
which he has guided for twenty years is not 
alone measured by growth of business and 
branches, but by the rising quota of divi- 
dends on capital from 8 per cent annually in 
1912 to 20 per cent on present capital of $16,- 
200,000, besides having surplus and undivided 
profits of $19,703,000. Distinctly successful 
also has been the operation of the Chatham 
Phenix Corporation with its nationwide sys- 
tem of offices and contacts. 


Frank C. Mindnich and William B. Hard- 
ing have been elected vice-presidents of the 
Federal Trust Company of Newark, N. J. 

Charles B. MeGowan, who has been asso- 
ciated with the Farmers Loan and Trust 
Company and the City Bank Farmers Trust 
Company, New York City, for the past two 
years, has accepted a position with the 
Bankers Trust Company of New York. 
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FIRST NATIONAL OF CHICAGO AND PRESIDENT TRAYLOR 
CELEBRATE ANNIVERSARIES 


There are materials such as novelists seek 
in the career of Melvin A. Traylor, president 
of the First National Bank and the First 
Union Trust & Savings Bank of Chicago, 
who on July 1st completed twenty-five years 
in the banking business. From a farm in 
Kentucky to a grocery store in Hillsboro, 
Texas; then as practicing lawyer and assis- 
tant county attorney during the exciting reign 
of the Vigilantes; next as a bank clerk jug- 
gling with an old Boston ledger without sal- 
ary and then a gradual but sure rise to the 
pinnacle of the American banking profession 

that is the synoptic outline of his active 
eareer with all. the brilliant coloring of an 
exceptionally virile and resourceful person- 
ality to be filled in. But a few months ago 
he was one of two men selected from among 
all leading American bankers to represent 
this country at Baden-Baden in drawing up 
the plan and structure for the Bank of Inter- 
national Settlements. Several years ago he 
was standard bearer and president of the 
American Bankers Association, to mention 
but one of a multitude of honors and re- 
sponsibilities thrust upon him. 

It is an interesting coincidence that on the 
same day that Mr. Traylor celebrated the 
twenty-fifth milestone in his banking career, 
the First National Bank of Chicago over 
which he presides, commemorated the sixty- 
seventh year since opening for business in 
1863. Among the first to apply for a charter 
under the National Bank Act, the First Na- 
tional was accorded charter No. 8 and the 
bank’s existence has been continuous under 
one name. Beginning with a capital of $205,- 
000 the banking organization which Mr. 
Traylor now directs has capital investment 
of $75,000,000 with resources of $604,000,000 
and a staff that has grown from seven mem- 
bers to more than 2,200 officers and em- 
ployees. 

In the sixty-seven years of its existence the 
First National has had only six presidents, 
namely: Edmund Aiken, Samuel M. Nicker- 
son, Lyman J. Gage, who became Secretary 
of the Treasury: James B. Forgan, Frank O. 
Wetmore and Melvin A. Traylor. During 
this period the bank has weathered periods 
of national crisis and panic; its vaults and 
records coming intact through the great Chi- 
cago fire of 1871 and from domicile in modest 
quarters, now occupies one of the greatest 


MELVIN A. TRAYLOR 


President, First Nationa! Bank and First Union Trust and 
Savings Bank of Chicago 


banking homes in the country, a large addi- 
tion to which was completed only two years 
ago. 

Mr. Traylor came to the First Naticnal or- 
ganization in 1919 as president of the First 
Trust & Savings Bank, now the First Union 
Trust & Savings Bank and was elected presi- 


dent of the First National Bank in 1925. Be- 
fore that Mr, Traylor was president of the 
Live Stock Exchange National Bank of Chi- 
coming to that institution from St. 
Louis when the war broke out. Throughout 
his banking career Mr. Traylor has remained 
the man who never loses contact with all 
classes of his fellowmen, big of heart and 
masterful in judgment and decisions. Early 
in life the sense of independence was bred 
in him and marked him for a man to achieve 
true greatness. 

It is related of his first initiation in the 
banking business that he grew tired of law 
practice in Hillsboro and sought out a hard- 
boiled Texas banker of the old school, Cash- 
ier Bowman of the Citizens National Bank of 
that town. The Texan glowered at young 


cago, 
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Traylor and told him he did not think much 
of lawyers as bankers. Young Traylor per- 
sisted and got a job as bookkeeper without 
pay. He didn’t stay long on the high stool, 
because Hard Boiled Bowman disecov- 
unusual qualities and after a few 
months sent young Traylor out to be cashier 
of the Malone National Bank in a town of 
150 inhabitants. From there on Mr. Traylor 
Was jumped to constantly jobs and 
responsibilities, until today he is seated 
among the elect of American bankers. 


soon 
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BANK AND TRUST COMPANY MERGER 
IN BALTIMORE 


Negotiations are being concluded which 
will unite the Maryland Trust Company, the 
Continental Trust Company and the Drovers 
and Mechanics National Bank of Baltimore, 
retaining the name and charter of the Mary- 
land Trust Company. Resources of the com- 
bining institutions are close to $50,000,000. 
Capital will be $2,700,000 with surplus and 
undivided profits of $5.695,000 and deposits 
about $58,000,000. Under the plans of mer- 
ger Heyward E. Boyce, now president of the 
Drovers and Mechanics will be president of 
the consolidated company; Frank A. Furst, 
chairman of the board: G. Howell Griswold, 
Jr., Chairman of executive committee and 
Louis S. Zimmerman and William J. Casey, 
respectively presidents of the Maryland Trust 
Company and the Continental Trust 
pany, Will be senior vice-presidents. 

Stockholders of the merging 
have ratified the merger plans. 


Com- 


institutions 
The stock- 
holders of the Drovers & Mechanics National 
receive stock in the new Maryland Trust 
Company on a basis of eleven shares of the 
new stock for each ten shares of the Drovers 
& Mechanics stock they hold. 
of the Continental 
ceive six 


Shareholders 
Trust Company will re- 
and two-thirds shares of the new 
Maryland Trust stock, par value $10, for each 
one share of present stock, par value $100, 
plus $5 e¢ash, Each shareholder of the old 
Maryland Trust Company will receive seven 
shares of stock in the new company for one 
share of the old, plus $10 in cash. 


The Commercial National Bank & Trust 
Company of New York has been appointed 
trustee for an issue of general lien conver- 
tible 6 per cent bonds, Series A, due on Feb- 
ruary 1, 1942, of the Colonial Utilities Cor- 
poration. 

Joseph E. Glass, auditor of the Guaranty 
Trust Company of New York, has been 
elected president of the New York City Bank 
Comptrollers and Auditors Conference. 
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In PITTSBURGH 


The Peoples-Pittsburgh 
Trust Company is thor- 
oughly organized in every 
department to render 
expert service. 


It has a capital and sur- 
plus of $20,125,000, a 
large directorate of rep- 
resentative business men 
and an executive force 





fully acquainted with 
the local situation. 


Correspondence Solicited 


PEOPLES-PITTSBURGH 
TRUST CO. 


The Oldest Trust Company in Pittsburgh 
Established 1867 


PITTSBURGH, PA. 


NOTABLE GAINS BY EXCHANGE BANKS 
OF TULSA 

The second quarter of the year brought a 
very substantial increase in volume of busi- 
ness and deposits to the group of banking 
institutions in Oklahoma, headed by the Ex- 
change National Bank and the Exchange 
Trust Company of Tulsa. During the three 
months ended June 30th, the combined as- 
sets of the Exchange National and affiliated 
banks increased from $101,437,126 to $108,- 
736,688; deposits increased from $57,673,048 
to $63,233,616. The combined’ capital, sur- 
plus and undivided profits amount to $10,- 
297,891. 

The Exchange National reports resources 
of $67,718,000 and deposits of $61,006,284. 
The Exchange Trust Company, which con- 
fines itself chiefly to fiduciary operations 
reports of $5,631,308. The state- 
ment further shows total assets held in trust 
and other capacities, $21,417,796. Harry H. 
Rogers is president of the Exchange National 
and Exchange Trust. Trust activities are 
under supervision of Judge H. L. Standeven, 
executive vice-president and trust officer. 

The most recent addition to the official 
family of the Exchange National is Kent 
Lewis, who has been elected auditor. 


resources 
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The Preparation of 
WILLS AND TRUSTS 


¢ SECOND EDITION ¢ 
By 
DANIEL S. REMSEN 


of the New York Bar 





A Work of Preventive Jurisprudence 
designed to cause 


Wills and Trusts to be Rightly Written 


and so 


Avoid Litigation — Provide Adequate Administration 
Preserve Estates — Protect Beneficiaries 


Defend and Fulfil the Plans of the Maker 


CONTENTS 

Part I. A review of the substantive law of wills and trusts. 

Part II. A thorough analysis of the craftsmanship of building safe and 
sound dispositive and administrative clauses for Wills, Testa- 
mentary Trusts, Living Trusts, Charitable Trusts and Insurance 
Trusts (unfunded, funded and business). 

Part III. Plans and extracts from masterpieces of testamentary and 
living trusts. 

In one large volume. Over 1300 pages. Price $20.00 net. 
NOTE—tThe First Edition (1907) has been in constant 


demand and generously commended for its usefulness. 
A new and enlarged edition is now presented. 














TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York 


Gentlemen: Enclosed please find $20.00 (check or money order), for which kindly send me 
copy of the new edition on ““THE PREPARATION OF WILLS AND Trusts,” by Daniel S. Remsen. 


Name 
| Address 
Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York 
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New York 


“DARKEST BEFORE DAWN’’ 

The old proverb that “it is always dark- 
est before dawn” may well be borne in mind 
as we now enter what possibly may prove 
to be the ultimate pit of the depression. At 
such times it is to be expected that the list 
of current favorable developments should be 
a short one and the list of adverse factors a 
long one. As to the former, it may be men- 
tioned that, aided by warm weather, some 
lines of women’s clothing and of sports goods 
and vacation requirements for men and 
women have been moving fairly well. The 
wool market displays a somewhat better 
tone. Manufacturers of gas and oil line pipe 
orders and what is 
full or overtime as 


continue to book good 


more, to 
possible. 

The tariff bill, for more than a year a 
source of uncertainty and some irritation to 
the business world, has been passed by Con- 
gress and signed by the President. The un- 
certainty, however, has now given place to 
unpleasant certainties, for worldwide _ re- 
prisals are already raising barriers against 
our exports. While a few American indus- 
tries will benefit, it will be at the expense 
of our general consuming public and these 
gains probably will be largely offset by cur- 
tailment of foreign demand for a wide list 
of American products. Lastly, our crops, 
with the exception of a few areas where sup- 
plies of moisture were insufficient, appear to 
be in good to excellent condition. But even 
the promise of cheaper food is not an un- 
mixed blessing, for although low prices of 
food always in the past have been an aid 
to cheaper production, there comes now the 
threat of a further lowering of prices of the 
great staples that may still further compli- 
cate the difficult and unsolved problem of 
farm relief. It is hoped that soon seasonal 
and other influences will combine to bring 
about business expansion—(From Mid- 
month July Review of Irving Trust Com- 
pany, New York.) 


run as near 


GUARANTY TRUST COMPANY REENTERS 
TWO BILLION CLASS 


A big spurt in deposits again brings the 
Guaranty Trust Company, as the largest 
trust company in the United States, into the 
two billion dollar class of banking institu- 
tions. The June 30th financial statement 
shows resources $2,038,458,286 as compared 
with $1,747,397,00 shown on March 27th and 
representing increase of $291,061,000. De- 
posits during the same quarter increased ° 
$253,000,000 to aggregate of $1,379,329. Capi- 
tal is $90,000,000 and surplus fund $170,000,- 
000 Undivided profits increased from $35,- 
035,000 to $36,385,493. 

The Guaranty Trust Company has appoin- 
ted T. W. Hawes as manager and L. F. 
Sperry as assistant manager of the main 
office sales department. Norman H. Blake, 
formerly assistant sales manager, will assist 
Harold F. Greene, vice-president and gen- 
eral manager. 

Alden S. Blodget, vice-president of Guar- 
anty Company, has resigned to become a se- 
nior partner, in New York, of the Stock Ex- 
change firm of Babcock, Rushton & Company, 
of Chicago and New York. Rushton L, Ar- 
drey, assistant treasurer of the Guaranty 
Trust Company, has resigned to become as- 
sistant vice-president of the Bank of Man- 
hattan Trust Company. 

Arthur M. Anderson of J. P. Morgan & Co. 
has been elected a trustee of the New York 
Trust Company. The following appointments 
were made: Raymond G. Forbes, treasurer ; 
Theodore C. Hovey, assistant vice-president, 
and David Graham, controller. 


EARNINGS OF NEW YORK TRUST CO. 

Undivided profits of the New York Trust 
Company total $837,324 for the second quar- 
ter of the current year, making surplus and 
undivided profits of $35,688,378 with capital 
of $12,500,000. Combined resources, as of 
June 30th, amounted to $418,432,000, a gain 
of $69,250,000 since March and deposits of 
$325,472,000 representing gain of $70,000,000. 





TRUST COMPANIES 


KINGS CouNTY TRUST COMPANY 


342, 344 & 346 Furton St., Borough of Brooklyn, City of New York 





Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $410,000.00 





JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vce- President 


NATIONAL CITY BANK AGAIN PASSES 
TWO BILLION MARK 


The National City Bank of New York 
City which was the first American bank to 
top the two million mark in resources and 
which maintained its premier position as the 
largest bank in the country until the merger 
of the Chase National with the Equitable 
Trust Company, has made a large gain in 
deposits and assets which places the aggre- 
gate of the latter at an in- 
crease of $484,.264,000 since March 27th state- 
ment. During the same period deposits in- 
creased from $1,134,406,000 to $1,560,268,000. 
Capital is $110,000,000 and surplus $110,- 
000,000. Undivided profits of $22,973,000 
represent an increase of $2,414,000 since the 
March return. 

The City Bank Farmers Trust Company, 
the capital of which is beneficially owned 
by the stockholders of the National City 
sank, reports resources of $69,776,108; de- 
posits $43,996,529; capital $10,000,000; sur- 
plus $10,000,000 and undivided profits $3,- 
777,906, the latter indicating increase of 
$763,000. 

Kenneth W. Banta, formerly assistant 
cashier, and Hugh Brooks, formerly assistant 
controller, have been appointed assistant 
vice-presidents of the National City Bank. 
Walter Reid Wolf, John T. Creighton and 
R. Baylor Knox have been elected vice-presi- 
dent of the City Bank Farmers Trust Com- 
pany. 


INTEREST RATES REDUCED BY NEW 
YORK CLEARING HOUSE 

Reflecting the low rates in the money mar- 
ket the New York Clearing House Commit- 
tee recently revised downward the schedule 
of interest rates paid by member institutions 
on various classes of deposits. The rates ap- 
plying to certificates of deposit payable with- 
in thirty days from the date of issue, certifi- 
eates of deposit payable within thirty days 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secretary 
EUGENE L. VAN WART, Asst. Secretary 


from demand, credit balances payable on de- 
mand and on credit balances payable within 
thirty days from demand were reduced one- 
half of 1 per cent. The new rates are: to 
banks, trust companies and private bankers, 
1% per cent; to mutual savings banks, 2 per 
cent, and to others, 1% per 
on certificates of deposit or time deposits, 
payable after thirty days, but not more 
than six months from the date of issue or 
demand, was reduced from 3 per cent to 2 
per cent, 


cent. The rate 


BANK OF MANHATTAN TRUST 

.COMPANY STAFF PROMOTIONS 
Election of Rushton L. Ardrey as assis- 
tant vice-president of the Bank of Manhat- 
tan Trust Company was announced recently. 
John E. P, Morgan was named assistant vice- 
president, and James ©. Safford assistant 
treasurer of the International Manhattan 
Company. H. Earle Dow, formerly assistant 
vice-president of the Bank of Manhattan 
Trust Company, has been made a vice-presi- 
dent. Rockwell Kent, an assistant secretary, 
was made an assistant vice-president. Law- 
rence Sinclair was appointed assistant treas- 

urer and A. A. O'Neil, auditor. 

KF. W. Charske, a 
man of finance 


director and vice-chair- 
committees of the Union 
Pacific Railroad Company, Oregon Short 
Line and other railroads, has been elected 
a director of the Bank of Manhattan Trust 
Company of New York. 


The New York Trust Company has been 
authorized to open a temporary branch at 
274 Madison avenue, pending erection of a 
new building on the site of the branch at 277 
Madison avenue. 

The Power City Trust Company has been 
merged with the Niagara Falls Trust Com- 
pany of Niagara Falls, N. Y. 

The estate of the late Thomas Fortune 
Ryan is placed at a value of $125,000,000. 
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New York Esecrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-six years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and ‘Trust Company 
Capital Funds $34,000,000 


176 BrRoapWway 
New YORK 


175 REMSEN STREET 
BROOKLYN 





BANKERS TRUST COMPANY JOINS 
COMMUNITY TRUST 

Another step toward enlisting the coopera- 
tion of all of the leading banks and trust 
companies of New York City as co-trustees 
under the plan of the New York Community 
Trust, was accomplished recently with the 
announcement from Chairman Seward 
Prosser of the Bankers Trust Company ad- 
vising allegiance of that institution. Henry 
J. Cochran, president of the Bankers Trust 
Company will be the representative on the 
trustee’s committee of the Community Trust 
and H. F, Wilson, Jr., vice-president, will 
act as his alternate. 

The Community Trust is organized to ad- 
minister bequests under living trusts or wills 
for educational, charitable and _ philan- 
thropic purposes. The investments of each 
trust continue to be handled by the trust 
company or bank named as trustee, and, un- 
less the donor has specified the causes or 
organizations he wishes to benefit, the in- 
come is distributed as may be determined 
by a committee of the Community Trust. 
The present personnel of the distribution 
committee includes John G. Agar, Mrs. 
August Belmont, Homer Folks, Ernest Ise- 


lin, Morgan J. O’Brien, James H. Post, Dr. 
George David Stewart and Thomas Williams. 
The late Clarence H. Kelsey was chairman of 
the Trustees’ Committee. 


LARGE INCREASES REPORTED BY 
BANKERS TRUST COMPANY 

An increase of close to two hundred mil- 
lions in deposits is shown in the June 30th 
financial statement of the Bankers Trust 
Company of New York as compared with 
March 27th statement and bringing total 
deposits to $782,005,517. Total assets in- 
creased from $694.760,000 to $879,294,424, 
an increase of $184,534,000. Capital is 
$25,000,000 and surplus $50,000,000. Undi- 
vided profits shows increase since March 
from $34,295,000 to $36,321,393. 


The Bankers Trust Company of New York 
has reproduced in pamphlet form the address 
recently delivered by Owen D. Young at the 
anniversary celebration of the University of 
California, bearing the title, “America Is Toc 
Rich to Be Loved.” : 

The Union Trust Company of North Tona-? 
wanda, N. Y., has opened for business with 
capital of $250,000 and surplus $75,000. 
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BANK of MANHATTAN TRUST COMPANY 


INTERNATIONAL ACCEPTANCE BANK 
INCORPORATED 


FOREIGN BANKING FACILITIES 


UNION SQUARE OFFICE 
Broadway at 16th 





TRUST DEPARTMENT, MAIN OFFICE — 40 WALL STREET, NEW YORK 


Sixty-five conveniently located offices throughout Greater New York 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $65,000,000 


INTERNATIONAL MANHATTAN COMPANY 
INCORPORATED 


INVESTMENT SECURITIES 


MADISON AVE. OFFICE 
Madison Ave. at 43rd 











GEORGE EMLEN ROOSEVELT A 
DIRECTOR OF CHEMICAL BANK 
& TRUST COMPANY 

George Emlen Roosevelt has been elected 
a director of the Chemical National Bank 
and Trust Company, succeeding his father, 
the late W. Emlen Roosevelt, who served as 
a director of the Chemical Bank for 32 years. 
He was also elected a director of the Chem- 
ical National Company, Inc. and Philip J. 
Roosevelt, his brother, has been elected a 
director of the Chemical National Associ- 
ates, Inc. They are the fourth generation 


of the Roosevelt family represented on the 


directorates of the Chemical Bank and af- 
filiated companies. 


The June 30th financial statement of the 
Chemical Bank & Trust Company of New 
York shows aggregate resources of $481,474,- 
539, the high record figure in the history of 
this bank and representing increase of $105,- 
000,000 since the March return. Deposits 
amount to $3898,966,000, an increase of over 
$121,000,000. Capital is $15,000,000; surplus 
$20,000,000 and undivided profits $2,632,326. 

Thomas Williams, of Ichabod T. Williams 
& Sons, and a director of the Chemical Bank 
& Trust Company, has been appointed chair- 
man of the advisory committee of the bank’s 
branch at University Place and Ninth street 
which was opened on May 15th. Francis 
O. Ayres, first vice president and director of 
the Metropolitan Life Insurance Company, 
has been elected a member of the advisory 
board of the Fifth avenue and Twenty-ninth 
street office of the Chemical Bank & Trust 
Company. 


A recent tax appraisal of the estate of the 
date Otto T. Bannard, chairman of the New 
York Trust Company showed a net estate of 
$3,375,360, of which Yale University receives 
$1,741,174. 


TRUST COMPANY APPOINTED TRUSTEE 
OF GENEROUS ENDOWMENT FUND 


The City Bank Farmers Trust Company 
of New York and John T. Creighton, trust 
officer of the same institution, are named as 
executors and trustees in the will of the late 
William Wilson Cook, the New York corpora- 
tion lawyer, who died June 4th at Rye, N. Y., 
leaving a bequest of $3,000,000 to the Law 
School of the University of Michigan, of 
which the decedent was a graduate, The uni- 
versity will derive an annual income between 
$400,000 and $500,000. Prior to his death 
Mr. Cook has made contribution to the Uni- 
versity of Michigan which bring the total to 
about $20,000,000. 


UNITED STATES TRUST COMPANY 

The United States Trust Company of New 
York, which has been prominently identified 
with trust company development since its 
incorporation in 1853 and administers a large 
volume of trust business, reports under date 
of July 1, total banking resources of $89,- 
459,656, embracing cash on hand, in Fed- 
eral Reserve and due from banks, of $11,- 
917,243; public securities $2,935,000; private 
securities $16,665,640 ; loans $45,721,868 ; bills 
purchased $3,394,337; bonds and mortgages 
$6,782,612. Deposits amount to $58,411,248. 
Capital is $2,000,000; surplus fund $20,000,- 
000 and undivided profits $7,000,665. 

Indicated earnings for the twelve months 
ended June 30th, are $4,494,000, of which 
$1,400,000 were paid to stockholders and 
$3,094,000 added to undivided profits. The 
ratio of earnings to capital is about 225 
per cent. 

The United States Trust Company and 
Louis C. Ledyard are named as executors 
and administrators in the will of the late 
Geraldyn Livingston Redmond, of Brookville, 
L. I., who died recently in Paris and leaving 
an estate estimated at over $1,000,000. 
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DEPOSIT GAINS BY IRVING TRUST 
COMPANY 


During the second quarter of the current 
year deposits of the Irving Trust Company of 
New York increased over 100 million dollars 
from $503,932,000 to $616,242,000. 
the same period total resources increased 
from $7138,409,000 to $806,828,000. Capital 
stock is $50,000,000 with surplus and undi- 
vided profits of $84,814,289. Resources in- 
clude cash on hand and due from banks, 
$245,831,261; call loans, commercial paper 
and rediscountable loans, $123,068,157 ; Unit- 
ed States obligations, $13,734,339; short term 
securities, $82,112,000; loans due on demand 
and within thirty days, $95,981,000; loans 
due from thirty to ninety days, $79,853,000, 
and loans due ninety to 180 days, $65,515,000. 

Wallace Benedict, L. I. Estrin, William 
Feick, Frederic Hartman, Frederick G. 
Herbst, Malcolm C. Hutchinson, Wentworth 
P. Johnson and Stanley T. Wratten have 
been promoted by the Irving Trust Company 
from assistant vice-presidents to vice-presi- 
dents. Raymond B. Beach, Lawrence B. 
Carey, Robert C. Effinger, Theodore W. Egly 
and Frank E. Fischer have been advanced 
from the office of assistant secretaries to be 
assistant vice-presidents, while the following 
have been made assistant secretaries: Nolan 
Harrigan, William H. Keeler, George W. 
Leman, William H. Pullman and Ronald E. 
Vanderboget. 

The Irving Trust Company recently ob- 
tained permission to open a branch office at 
1823 Avenue M in Brooklyn, which increases 
the bank’s offices in that borough to eight in 
number. The new office will be under super- 
vision of Vice-president Stanley T. Wratten 
with G. M. Koppel, Jr., in immediate charge. 


During 


THE BANK OF AMERICA, N. A. 

During the second quarter of the current 
year the deposits of the Bank of America 
National Association of New York increased 
from $293,267,800 to $370,487,139. Combined 
resources increased from $434,118,800 to half 
a billion, or to be exact, $500,175,031. Capital 
is $86,775,390; surplus $37,000,000, and un- 
divided profits, $3,453,817. The Bank of 
America has thirty-five offices in Greater 
New York and is identical in ownership with 
the Bancamerica-Blair Corporation which 
has thirty offices in principal cities of this 
country and Europe. 

L. A. Woolams has resigned as vice-presi- 
dent and treasurer of the California Packing 
Corporation to become a general partner in 
Bancamerica-Blair Corporation. 


—=RICHMOND. VA.=— 


CAPITAL STOCK $1,000,000 
SURPLUS (earned) $1,500,000 
HELD IN TRUST $45,000,000 


STRICTLY A FIDUCIARY INSTITUTION | 











EFFECT OF NEW DECEDENT’S ESTATE 
LAW OF NEW YORK 

The Bank of New York and Trust Com- 
pany has prepared a _ booklet which sets 
forth in detail the effect of the new Dece- 
dents’ Estate law passed at the last session 
of the New York legislature and which goes 
into operation on September first, 1930. The 
new law does not apply to present wills or 
those signed before September first next. 
Among the outstanding features of the new 
law which modernizes legal procedure over 
a century old, are the following: 

Differences in the rights of husband and 
wife respectively in one another’s estate are 
discarded and the surviving spouse must be 
provided for. 

Abolition of the ancient rights of dower 
and curtesy. 

Charitable bequests are limited. , 

Distinction between real estate and per- 
sonal property is removed; realty and per- 
sonalty will pass to the same persons and in 
like proportion. 

Executors are given broader powers in the 
administration of real property and other 
matters of importance. 

The June 30th financial statement of the 
Bank of New York and Trust Company 
shows total banking resources of $146,450,- 
214 and deposits of $113,859,829. Capital 
is $6,000,000; surplus and undivided profits 
$14,698,751. The Bank of New York & Trust 
Company has had over a century of trust 
experience and 146 years in banking. 


The Edith Carpenter Macy fund, a me- 
morial to the late Mrs. V. Everett Macy, ad- 
ministered by the New York Community 
Trust as a part of the Westchester Welfare 
Foundation for the benefit of the Westches- 
ter County Children’s Association, has been 
enlarged by a gift of $4,500 from Mrs. Giles 
Whiting. 
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Mercantile Trust Co. of Baltimore 


Established 1884 


Capital, $1,500,000 


Surplus and Undivided Profits, $4,600,000. 


We Solicit Your Baltimore Account 


FRED. G. BOYCE, Jr., Vice-President 


GAINS BY CENTRAL HANOVER BANK 
AND TRUST COMPANY 

An increase of $96,020,000 in resources is 
shown in the June 30th financial statement 
of the Central Hanover Bank and Trust 
Company of New York as compared with the 
previous March 27th return, carrying total 
resources to  $S00,664,915. During the 
same period deposits increased from $542,- 
195,000 to $649,129,906, a gain of $106,934,- 
179. Surplus and undivided profits amount 
to $84,136,125 as compared with $84,127,970 
last March. 

The Central Hanover 


recently opened a 


JOHN J. COLLINS 


Who has been appointed Assistant Vice-president of the 

Central Hanover Bank and Trust Company of New York. 

Mr. Collins has been with the bank 17 years, starting with 

the Central Trust Company in 1913, andin 1926 was 
appointed Assistant Secretary 


A. H. S. POST, President 


new office at 35-37 East Seventy-second 
Street and announces removal of its Berlin, 
Germany office from Unter den Linden to 
6-A Pariser Platz, with F. F. Beer in charge. 
John J. Collins, formerly assistant secre- 
tary, has been appointed as assistant vice- 
president of the Central Hanover Bank and 
Trust Company and will make his head- 
quarters at the Forty-third Street and Lex- 
ington Avenue branch, 


CORNELIUS R. AGNEW RELINQUISHES 
ACTIVE TRUST DUTIES 

Cornelius R. Agnew, vice-president of the 
National City Bank of New York and of its 
trust affiliate, the City Bank Farmers Trust 
Company, retired recently after thirty-two 
years of continuous service with the latter 
institution. Mr. Agnew entered the employ 
of the Farmers’ Loan and Trust Company, 
now the City Bank Farmers Trust Company, 
in November, 1898, as a junior clerk, first 
in the trust department, then in the trans- 
fer and reorganization department. In Janu- 
ary of this year he was elected a vice-presi- 
dent of the National City Bank of New York 
in charge of the City Bank Farmers branch, 
continuing vice-president of the 
trust company. Mr. Agnew intends to devote 
his time to travel and philanthropic work. 


also as a 


The Kings County ‘Trust Company of 
Brooklyn, N. Y., reports resources of $37,- 
441,000 as compared with $32,998,000 report- 
ed March 27th. total $39,273,000 
and indicate increase of nearly five millions. 

Charles S. McCain, chairman of the board 
of the Chase National Bank of New York, 
has been added to the directorate of the Chi- 
eago Rock Island & Pacific Railway. 

Thomas L. Parkinson, president of the 
Nquitable Life Assurance Society, announces 
that the Equitable recently passed the seven 
billion mark in outstanding insurance. 


Deposits 
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FRED R. KERMAN ASSUMES LARGER 
RESPONSIBILITIES 

Fred R. Kerman, who is widely known 
among members of the bank advertising fra- 
ternity as vice-president in charge of adver- 
tising for the Bank of Italy in California, 
has been elected vice-president of Trans- 
america Corporation, the holding corporation 
of the Bank of Italy and affiliated institu- 
tions. Mr. Kerman will act as counsellor 
and assistant to President L. M. Giannini of 
Transamerica. His long association with 
A. P. Giannini has given him an intimate 
knowledge of the giant holding corporation, 
which is the recognized exponent of branch 
banking in the United States. 


FREDERICK R. KERMAN 


Mr. Kerman recently spent several months 
in New York City, where he advised with 
Elisha Walker, chairman of the board of 
Transamerica in the organization of the 
New York Upon his recommenda- 
tion, Ralph Hayes, assistant to Ralph Pu- 
litzer of the New York World, was elected a 
vice-president of Transamerica Corporation 
and placed in charge of its publicity. Mr. 
Kerman will remain a vice-president of the 
Bank of Italy and will serve on various com- 
mittees of the bank. 


offices. 


The Merchants Bank and Trust Company 
has opened for business in Indianola, Miss., 
With capital of $50,000. 


Guaranteed 


SAFETY 
and 6% yield 


UARANTEED SAFETY and a 

yield of 6% are both yours in 
Empire Bonds. Your principal is 
secure—your income guaranteed. Back 
of each issue are valuable, income- 
earning properties. Every Empir2 issue 
istrusteed bya large bank or trust com- 
pany. The bonds are legal for trust 
funds by actual court ruling. Execu- 
tors, attorneys and endowed institu- 
tions favor them; so do wise individual 
investors. Write today for circulars 


ae 
Ire 
B O-N DS 


Empire Bond & Mortgage Corporation 
535 Fifth Avenue, New York, N. Y. 





TRUST COMPANY OF NEW JERSEY 

Resources of the Trust Company of New 
Jersey, which operates a number of branches 
and affiliations with main office in Jersey 
City, are near the $100,000,000 mark. The 
June 30th statement showed resources of 
$97,472.913 with deposits of $82,344,671. 
Capital is $5,700,000; surplus $6,000,000 and 
undivided profits of $2,303,849. Besides the 
regular quarterly dividend of 4 per cent the 
company distributed on July 1st an extra 
dividend of one per cent, making total quar- 
terly distribution of $285,000. 


MARINE TRUST COMPANY ELECTIONS 

Bradley J. Gaylord, vice-president of Vie- 
tor, Common & Company, investment secur- 
ity firm, has been elected a director of the 
Marine Trust Company of Buffalo. 
Keator has advanced from assistant 
vice-president to vice-president. He is treas- 
urer of the Marine Midland Corporation and 
a director and vice-president of the Cortland 
Trust Company of Cortland, N. Y. William 
B. Derrick, assistant vice-president of 
Marine Union Investors, Ine, has been 
elected assistant vice-president of the Marine 
Trust Company and Rudolph W. Grabau has 
been elected assistant secretary. 


Thomas 
been 














104 











BROOKLYN TRUST COMPANY ADDS TO 
ITS SYSTEM OF BRANCHES 

About a year ago the Brooklyn Trust Com- 
pany launched an active program of es- 
tablishing branch offices throughout the resi- 
dential and business centers of Brooklyn. 
During the intervening period the number of 
branch offices of the company has been in- 
creased to a total of twenty-nine, including 
the latest unit, known as the Fort Hamilton 
office and located at 8619 Third avenue, 
Brooklyn. Reginald Gosling, who has been 
with the company for many years, is man- 
ager of the Fort Hamilton office. 

The Brooklyn Trust Company is well up 
among the New York banks and trust com- 
panies which have scored big deposit gains 
during the last quarter. The latest statement 
shows increase in resources from $160,921,000 
to $201,311,458; in deposits from $120,618,400 
to $144,015,281. Capital is $8,200,000; sur- 
plus, $18,000,000, and undivided profits, 
$5,122,842. 





MERGER OF PLAZA TRUST AND 
BROADWAY NATIONAL 
Merger plans are under way in New York 
City between the Plaza Trust Company, the 
Broadway National Bank and the recently 
organized Park Row Trust Company, under 
the title of the Broadway and Plaza Trust 


Yompany. Combined capital is $1,350,000: 
surplus $1,800,000 and undivided profits, 
$225,000. The main office will be in the 


quarters occupied by the former Broadway 
National at 261 Fifth ave. The offices main- 
tained by the Plaza Trust Company and 
the Park Row Trust Company will be main- 
tained as branches. 


The management of the Empire Trust Com- 
pany of New York mourns the death of Al- 
bert C. Henderson, a vice-president of the 
company. 





TRUST COMPANIES 


The Mechanics’ Trust Company 


OF NEW JERSEY 


BAYONNE, N. J. 


COLLECTIONS—Dally Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 

JERSEY CITY (Including Greenville) 

COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 


Reciprocal Balances Based on Volume of Business 


HOBOKEN and BAYONNE 


Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 











BEST MORTGAGE MARKET ON RECORD 

The Title Guarantee and Trust Company 
of New York reports that it has sold to in- 
vestors during the first six months of 1930 
$98,845,630 in mortgages. This amount is 
larger than any previous six months in its 
history. Randall Salisbury, assistant vice- 
president in charge of the mortgage depart- 
ment covering Manhattan, Bronx and Staten 
Islard ec *r ents on the mortgage market 
as foilows. 

ane demand on the part of the public 
for guaranteed mortgages is unprecedented. 
We suppose that the uncertainties in Wall 
Street are largely responsible for this large 
demand for mortgage investments. People 
are buying mortgages who never bought them 
before. The result is bound to be beneficial 
to the real estate market since it provides an 


abundance of money to lend on mortgage. 
we could sell even more mortgages if we 


could get them. For the moment, however, 
the builders are not active. Only those build- 
ing projects are being started where there 
is an immediate and imperative demand for 
the product. This, in itself, will be beneficial 
to the real estate market and will insure 
better rent for the buildings already built.” 

The Title Guarantee & Trust Company of 
New York reports as of June 30th total 
resources of $83,757,485; deposits, $47,727,- 
33; capital, $10,000,000; surplus and undi- 
vided profits, $24,599,170. 

Williams P. Robbins, associated for twen- 
ty-four years with the Title Guarantee & 
Trust Company of New York as business so- 
licitor, died recently while at his desk at the 
age of sixty. 


A definite and complete plan of life in- 
surance for close corporations and partner- 
ships is described in a booklet distributed 
by the Guaranty Trust Company of New 
York. 
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TWO NEW TRUST COMPANIES 
ORGANIZED IN NEW YORK CITY 


While mergers have reduced the number of 
trust companies in operation in New York, 
the gap is quickly filled up by the organiza- 
tion of new enterprises. Two new trust 
companies are being organized, one to locate 
in the Wall street district and center its 
activities on personal trusts and the other to 
locate in the midtown section. 

The Fiduciary Trust Company is being 
organized with capital of $500,000, to locate 
at 111 Broadway and specialize in personal 
trust service. The incorporators are: F. 
Haven Clark, Greenville Clark, Robert H. 
Gardiner, Delancey K. Jay, Daniel W. Mac- 
Cormack, Frederick Pope, Elihu Root, Jr., 
and Theodore T. Scudder. 

The other new enterprise, Colony Trust 
Company, with capital of $2,000,000, will be 
located at 450 Seventh avenue. The incor- 
porators are William A. Loeb, Joseph Z. Bie- 
geloison, J. Edwin Goldman, Bernard F. 
Curry, Samuel Storn, Arthur E. Samek, 
Charles L. Calhoun, Charles P. Plunkett, 
Lawrence Myers, Frederick E. urdt, *°on 
Lazarus, Abnor Lubel and R. se‘t Onnen- 
heim. 


MANUFACTURERS AND PACIFIC TRUST 
MERGER EFFECTIVE 

With approval by stockholders of both in- 
stitutions the merger of the Manufacturers 
Trust Company and the Pacific Trust Com- 
pany of New York recently became effective. 
The office of the Pacific Trust Company at 
51 Broadway has been discontinued and its 
business transferred to the main office of 
the Manufacturers Trust Company at 55 
Broad street. Herman J. Cook, president of 
Pacific Trust, has been elected a vice-presi- 
dent of Manufacturers Trust, and William 
T. Pagen has been appointed assistant trust 
officer. Clifford Stone of the Central State 
Electric Corporation, and Albert C. Lehman 
of the Blaw-Knox Company, directors of Pa- 
cific Trust, have become directors of Manu- 
facturers Trust. 

The July 1st financial statement of the 
Manufacturers Trust Company shows total 
resources of $514,745,816, as compared with 
$454,720,000 reported March 27th of the cur- 
rent year. Deposits total $377,811,299, an 
increase of $44,000,000. Capital is $27,500,- 
000; surplus and undivided profits, $58,944,- 
787. The Manufacturers Trust 
conducts forty-five unit offices in 
New York. 
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Greater 
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Established 1867 


National 


Savings & Trust Co. 
Corner 15th St. and New York Ave. 
WASHINGTON, D. C. 
Opposite U. S. Treasury 


$1,000,000 
$2,500,000 
- $16,400,000 


Capital - - - 


Surplus - - - 


Resources - 


OFFICERS 
WILLIAM D. HOOVER President 
WoopBuRY BLAIR First Vice-President 
FRANK STETSON. . .Second Vice- Pres. and Trust Officer 
CHARLES C. LAMBORN Treasurer 
E. PERCIVAL WILSON................ Secretary 
FRANK R. ULLMER............Assistant Treasurer 
BRUCE BAIRD..............Assistant Trust Officer 
DAvip BORNET.............Assistant Trust Officer 
JOHN W. CALVERT............ASsistant Treasurer 
W. HILesS PARDOE............Assistant Treasurer 
Be Ji FAN scceceess ce cccec + ASzisiaas Seordare 
JOHN M. BOTELER............Assistant Secretary 
AUDLEY A. FSA VAGR 6 i.c ccs cccedcnccsad Auditor 











NEW MANAGEMENT AT LIBERTY BANK 
AND TRUST COMPANY 

With the recent acquisition of control of 
the Liberty Bank & Trust Company by the 
Setay Company, Inc., the $30,000,000 holding 
company headed by Herbert F. Yates, presi- 
dent of the Consolidated Film Industries, 
Inec., there has been a change in official per- 
sonnel and the directorate. In addition to 
Mr. Yates, the following have become direc- 
tors: Harry M. Goetz of Consolidated Film 
Industries ; Toney Hardy of Hardy & Mardy; 
Milton Dammann, president of the American 
Safety Razor Corporation; J. H. Kirtland of 
Johnson & Faulkner; Ralph I. Poucher and 
John J. Mulligan. Mr. Poucher and Mr. Mul- 
ligan also have been made vice-presidents 
of the bank. Mr. Mulligan was formerly 
with the Empire Trust Company. 


The election of James W. Wadsworth, Jr., 
former United States Senator from New 
York, as head of the new Genesee Valley 
Bank & Trust Company of Genesee, N. Y., 
was announced coincident with opening of 
the institution, formed by a merger of the 
Livingston County Trust Company and the 
Genesee Valley National Bank of Geneseo. 
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CENTRAL HANOVER OPENS ADDITIONAL 
LONDON OFFICE IN WEST END 

Because of convenience of location and at- 
tractive equipment the newly opened office 
of the Central Hanover Bank & Trust Com- 
pany of New York, in the West End of Lon- 
don will doubtless prove to be popular with 
traveling and resident clients. This is the 
second office of the Central Hanover in Lon- 
don, the first being located in the financial 
heart of the city at No. 1 Gracechurch street. 
The new office is in the center of the hotel, 
theatre and shopping districts at 27 Regent 
street, Picadilly Cireus. 
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ADDITIONAL OFFICE OF THE CENTRAL HANOVER 

BANK AND TRUST COMPANY OF NEW YORK AT 27 

REGENT STREET, PICADILLY CIRCUS, IN THE WEST 
END oF LONDON 


Special attention will be given at the West 
Knd Office to meeting the requirements of 
traveling Americans as well as those cus- 
tomers of the company who reside in London. 
The facilities are much the same as afforded 
by the Paris office and include investment 
services, cashing of drafts, checks, ete., the 
eare of securities and valuables, checking ac- 
counts, the handling of mails, reservations, 
passport and reading and _ writing 
rooms. 

The building in which the new office is 
located is owned by the Crown. The offices 
are furnished in library style. William Al- 


visas 
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fred Nichols is in charge of the office. He 
served in the war as an officer of the Cold- 
stream Guards. C. Noel Hume remains in 
charge of the Gracechurch office, and in gen- 
eral supervision of Hanover’s London activi- 
ties. 


ELECTED VICE-PRESIDENT OF 
AMERICAN EXPRESS BANK 


Medley G. B. Whelpley, president of the 
American Express Bank and Trust Company 
of New York announces the election of Cor- 
nelius J. Murray as vice-president. Mr. 
Murray comes to the American Express Bank 
and Trust Company direct from the Chase 
National Bank where he has been serving 
as vice-president, having occupied a similar 
position with the Equitable Trust Company, 
prior to the merger of the two institutions 
After ten weeks’ operation, the bank’s re- 
port showed deposits $19,192,146, with total 
resources, $38,782,461. 


CORNELIUS J. MURRAY 


Newly elected Vice President of the American 


Express 
Bank and Trust Company of New York 


KINGS COUNTY TRUST COMPANY 

For the first six months of 1930 the net 
earnings of the Kings County Trust Com- 
pany of Brooklyn amounted to $236,000, equal 
to $52.60 a share on 5,000 shares outstanding, 
or at a rate of $105.21 annually. The June 
30th financial statement shows resources of 
$37,441,085 and deposits of $30,273,321. Capi- 
tal is $500,000; surplus $6,000,000 and net 
undivided profits, $410,435. 
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BANCO DI NAPOLI TRUST COMPANY 

The latest addition to the increasing num- 
ber of trust companies established in New 
York by interests associated with large banks 
in Europe, is the Banco di Napoli Trust Com- 
pany which opened for business recently at 
sroadway and Spring streets with capital of 
$1,000,000 and surplus of $700,000. The in- 
stitution offers complete banking facilities 
and will cater especially to Italians in New 
York and American men having 
dealings with Italian Close con- 
tacts have been provided through the 147 
branches of the Banco di Napoli and the 
business formerly conducted by the agency 
of that bank in New York has taken 
over by the trust company. 

Officers are: President, Philip Torchio; 
executive vice-president, Antonio Masi: vice- 
president, E. Milton Berry; treasurer, Gugli- 
elmo Zanettini; secretary and assistant vice- 
president, Marcello Girosi: assistant vice- 
presidents, Philip Sgro’ and Ildo Marchisio ; 
assistant secretary, Ettore Nardoni; and as- 
sistant treasurer, Angelo Cestari. 


business 
markets. 


been 


E. M. BERRY 


Formerly Vice-president of the Baltimore Tri st Company 
and of the Interstate Trust Company cf New York City, 
who has been elect d Vic2-president of the newly orgin- 
ized Banco di Napoli Trust Company of New York 


General Motors Acceptance Corporation 
has applied for permission to open a branch 
office at Trieste, Italy. 


UNITED 


FOUNDERS 
CORPORATION 





A holding company with 
substantial investments 
in public utility, imsur- 
ance and other import- 
tant fields. Controls 
American Founders 


Corporation. 
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EDWIN BIRD WILSON INCORPORATED IN 
LARGER QUARTERS 


The well known financial and industrial 
advertising agency known as Edvwin sird 
Wilson, Ine., recently took possession of new 
and more spacious quarters in the modern 
building at 120 Wall street. In 1916 the 
agency began business in small quarters in 
the Bankers Trust Building at 14 Wall street. 
Larger space was necessary and the business 
was transferred to 68 William street. Again 
it Was hecessary to secure more ample quar- | 
ters and the agency was moved to 9 Hanover 
street. In the past few 
been opened in locations in Chicago, 
Atlanta and Angeles. The new head 
office at 120 Wall street represents the last 
word in modern business equipment with an 
adaptation of the modernist motif in archi- 
tecture. 


years offices have 
good 


Los 


The Hibernia Trust Company of New York 
announces the election of Henry B. Price, 
president of Minor C. Keith, Ine., and Thom- 
as F. Bennett, vice-president of the trust 
company, as members of the board of direc- 
tors. 
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EXPERIENCE IN CORPORATION WORK 

In the past thirty or forty years there 
have been thousands of experiments tried 
in corporation structure, experiments in stock 
preferences, stock redemption privileges, 
stock classifications, in directors’ powers, 
voting methods, minority rights, etc. Some 
of these experiments have worked and others 
have failed. Some were sound in intent, 
but declared unlawful in court. 

In order to provide the most efficient cor- 
poration service the Corporation Trust Com- 
pany of New York has for thirty-eight years 
maintained so-called ‘precedent files’? by 
means of which all experience in corporation 
work has been appraised and tested. The 
files of the company contain every conceiv- 
able type of plan for working out corporate 
structures and form part of the company’s 
services. 


AMENDED RULE GOVERNING LISTING OF 
INVESTMENT TRUSTS 


The governing committee of the New York 
Stock Exchange has amended its rules gov- 
erning the admission and listing of invest- 
ment trust securities on the board. Under 
the amendment, trust investments are per- 
mitted to declare dividends on their common 
stock provided that shareholders are notified 


of any deficit which might exist. The amend.- 
ed rule reads as follows: 

“Not to pay any cash or stock dividends 
on the common stock when such dividends, 
plus the amount by which the current value 
of securities held shall be less than their 
cost, exceed the earned surplus and undivided 
profits, without at the time of the payment 
of such dividends sending to stockholders a 
statement in a form which has been approved 
by the committee on stock list, setting forth 
clearly the net impairment which will exist 
after the payment of such dividends stated 
in aggregate dollars and dollars per share 
of the common stock. For the purpose of 
this agreement, stock dividends shall be 
charged against earnings on a basis approved 
by the committee on stock list.” 


APPOINTMENTS FOR GUARANTY TRUST 
COMPANY 

The Guaranty Trust Company of New York 
has been appointed registrar for an addition- 
al 75,000 shares of the capital stock of the 
National Aviation Corporation; transfer 
agent to cover an additional 200,000 shares 
of common stock of the American Rolling 
Mill Company; transfer agent of the com- 
mon stock, without par value, of the Colum- 
bia Oil & Gasoline Corporation. 





CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 


American Express Bank & Trust Co...$10,000,000 
Oe eae be © 5,000,000 
Anglo-South America Trust Co 1,000,000 
Banca Commerciale Italiana Trust Co. 2,000,000 
Bank of Europe & Trust Co 10,000,000 
Bank of Sicily Trust Co 1,500,000 
pankers Trust Co................-.. 25,000,000 
Bank or iN. Y¥. @ Trust Co............ 6,000,000 
Bronx County Trust Co 1,550,000 
Brooklyn Trust Co 8,200,000 
Central Hanover Bank and Trust Co.. 21,000,000 
Chemical Bank & Trust Co 15,000,000 
City Bank Farmers Trust Co 10,000,000 
Corn Exchange Bank & Trust Co 12,100,000 
Corporation Trust Co 500,000 
NS Oe ee 4,000,000 
Empire Trust Co 6,000,000 
Fulton Trust Co 2,000,000 
Guaranty Trust Co 90,000,000 
Hibernia Trust Co 3,000,000 
3,200,000 
50,000,000 
500,000 
3,000,000 
27,500,000 
6,000,000 


Irving Trust Co 

Kings County Trust Co 
Lawyers Trust Co 
Manufacturers Trust Co 
Marine Midland 


Plaza Trust 

Times Square Trust Co 

Title Guarantee & Trust............. 10,000,000 
United States Trust Co 2,000,000 


Mar. 27, 1930 


Surplus and 

Undivided 
Profits, Deposits, Par Bid Asked 

Mar. 27, 1930 

$19,192,147 200 
54,834,000 aa 
11,157,200 ran 
23,152,300 316 
14,964,799 25 85 
12,118,000 51 


759,300 
2,356,900 


2,000,000 


84,295,800 
14,512,400 
1,216,100 
23,239,100 
84,128,000 
22,348,600 
13,014,600 
23,115,300 
145,700 
5,001,800 
9,725,500 
3,439,400 
205,035,100 
2,285,300 
5,145,800 
84,197,900 
6,388,100 
4,694,300 
59,611,000 
5,695,100 
34,851,100 
1,065,900 
540,000 
24,671,900 
26,710,700 


537,823,600 
116,901,000 
24,479,100 
120,618,400 
542,195,700 
277,112,300 
36,525,600 
242,007,700 
77,800 
26,696,700 
89,074,400 
15,865,000 
1,126,391,600 
10,385,900 
14,678,100 
503,932,600 
25,836,100 
23,069,400 
333,448,980 
51,790,900 
255,512,600 
4,750,200 
5,199,900 
46,439,400 
56,186,900 


148 
645 
55 
700 
342 
72 
141 
160 
180 
81 
570 
636 
170 
35 
51 
2800 
96 


232 
90 
47 

148 

3900 





TRUST COMPANIES 


Philadelphia 


Special Correspondence 


PHILADELPHIA CLEARING HOUSE TAKES 
ON NEW VIGOR 

At a recent meeting of representatives of 
the Philadelphia Clearing House Association 
an invitation was formulated to twelve local 
banking institutions to become members and 
which are now classed as “outside members.” 
The latter pay checks drawn against them at 
the clearing house but do not join in the 
general clearing and the new move is de- 
signed to make Clearing House membership 
and operations more representative of the 
city’s banking community. 

The movement to increase membership was 
instituted by Joseph Wayne, Jr., president 
of the Philadelphia National Bank and presi- 
dent of the Clearing House Association and 
by members of the Clearing House Commit- 
tee, the chairman of which is William P. 
Gest, chairman of the board of the Fidelity- 
Philadelphia Trust Company. At present, 
twenty-one Philadelphia banks and_ trust 
companies are members of the association. 
All but five of the members have their main 
offices in the central district of the city. 

There is a motive more important than 
that involved in clearing operations in this 
effort to broaden the influence and surveil- 
lance of the Clearing House organization. It 
is aimed at the elimination of competitive 
practices, excessive interest payments and 
other problems that affect the smooth and 
efficient conduct of banking in Philadelphia. 
One of the early steps will be to follow in 
the footsteps of the New York Clearing 
House in setting up schedules of interest 
paid by member banks on various classes of 
deposits and to adopt other 
clearing house supervision. 


procedure in 


Growing out of this movement it is quite 
possible that an effort will also be made 
by trust companies of Philadelphia to secure 
greater uniformity in the matter of fees for 
trust services and to discourage the practice 
of cutting rates. It is recognized that com- 
petent trust service calls for adequate wage 
and that “shopping” on the part of those 
seeking trust service, only brings about 


chaos and undermines the general morale in 
trust administration. 


The Butler County National Bank & Trust 
Company of Butler, Pa., has been formed 
by the consolidation of three banks, all of 
that city. 
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TRADESMENS NATIONAL BANK AND 

TRUST COMPANY OF PHILADELPHIA 

Experiencing a steady and healthy growth 
the Tradesmen’s National Bank & Trust Com- 
pany of Philadelphia reports under date of 
June 30th, aggregate assets of $55,903,174, 
including cash and reserve, $3,618,047 ; loans 
and investments $42,590,677 ; acceptances and 
letters of credit, $6,372,420; due from banks, 
$2,680,804. Deposits total $38,152,353. Capi- 
tal is $3,300,000; surplus, undivided profits 
and reserves $5,925,820. The bank adminis- 
ters $37,315,756 individual trusts and $45,- 
579,900 corporate trusts. 

The Tradesmen’s National represents a 
consolidation, effected in the fall of 1928, be- 
tween the old Tradesmen’s National Bank, 
the Guarantee Trust & Safe Deposit Com- 
pany which began business in 1871, and the 
Chelton Trust Company. Title insurance fa- 
cilities are carried on through the Chelton 
Title Company and investment facilities are 
provided by the Tradesmen’s Corporation. 
Senior officers are—Chairman: Howard A. 
Loeb; president: Herbert W. Goodall; vice- 
presidents: H. E. Young, Edmund Williams, 
S. E. Guggenheim, L. H. Sanford, H. D. Me- 
Carthy, W. H. Fries, Jason E. Delaney; and 
cashier: H. E. Deily. The trust department 
is under the supervision of Vice-president 
A. G. B. Steel. 


THE PHILADELPHIA NATIONAL BANK 


The latest financial statement of the Phila- 
delphia National Bank shows combined re- 
sources of $359,805,696, the largest total re- 
ported by any bank in Philadelphia or Penn- 
sylvania. Included are U. 8S. bonds and cer- 
tificates of $17,.906.377; loans, discounts and 
other investments, $223,932,662; due from 
banks, $45,929,887; exchanges, $27,207,581; 
eash «and reserve, $20,697,834; letters of 
credit and acceptances, $23,221,288. Deposits 
total $277,825,620; capital is $14,000,000; 
surplus and net profits. $39,519,097. 


INCREASES BY FIDELITY-PHILADELPHIA 
TRUST COMPANY 


During the second quarter of 1930 the 
Fidelity-Philadelphia Trust Company _re- 
corded gain in resources from $123,871,000 to 
$133.293,431; in deposits from $82,658,000 to 
$94,883,142. Capital is $6,700,000; surplus 
$21,000,000 and undivided profits, $5,472,892. 
Trust: funds show increase of $27,000,000 to 
total of $885.657,666 and corporate trusts 
total $895,734,270. 
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BIRMINGHAM TRUST 


& Savings Company 


has the oldest trust department 
in Birmingham. Name it for 
ancillary administration in Ala- 
bama. 


Under Supervision of Federal Government 
AMERICAN SECURIT 'y 
AND TRUST COMPANY 


Fifteenth and Pennsylvania Avenue 
WASHINGTON, D. C. 


$6,800,000.00 
$38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 


Capital andSurplus - - 
Assets over =) alo 





INTEGRITY TRUST COMPANY REPORTS 
LARGE EARNINGS 

In a letter to stockholders of the Integrity 
Trust Company of Philadelphia, the presi- 
dent, Walter K. Hardt, reviewed operations 
during the past twelve months, including a 
series of important mergers and reported 
earnings for that period of $1,825,000. The 
letter was enclosed with a dividend check of 
10 per cent for the last quarter. 
do not include profit from 
building at 116 S. Fifteenth 
is credited to the company’s special con- 
tingent reserve. Combined capital, surplus 
and profits of the company exceed $18,000,000. 
In his letter to stockholders, President Hardt 
stated : 

“It has been a year since the Columbia 
Avenue Trust Company and the Tenth Na- 
tional Bank merged with the Integrity Trust 
Company, and on March 1, 1930, the Market 
Street Title & Trust Company also merged 
with us. It is gratifying to report that due 
to these consolidations and to new business 
obtained our deposits have virtually doubled 
during the last year, and we are now ranked 
among 100 largest banks in the United States. 


Jarnings 
sale of bank 
street, which 


“The combined earnings of this company 
and the former Market Street Title & Trust 
Company for the twelve months ended June 
30, 1930, 
000. Of this amount $895,000 was earned in 
the six months preceding December 31, 1929, 
and $930,000 in the last six months. Out 
of these earnings the regular’ dividends 
amounting to $1,169,210 and a special Christ- 
mas dividend of $103,877 have been paid. 

Harrison G. Woodruff has been elected 
president of the Montpelier Savings Bank & 
Trust Company of Montpelier, Vt., succeed- 
ing the late D. K. Lilley. W 
been elected vice-president 
Lowe, secretary. 


and 


will aggregate in excess of $1,825,- 


. H. Martin has 
Frederick 


S. FORRY LAUCKS ELECTED BANK 
PRESIDENT 

S. Forry Laucks, president and general 
manager of the York Safe & Lock Company, 
and allied of York, Pa., has 
been elected president of the York County 
National Bank. He succeeds the late S 
Small. William R. Horner, cashier, was 
elected first vice-president. The new presi- 
dent has been affiliated with the York County 
National Bank as a director since 1896. 


corporations, 


samuel 


S. Forry LAucKS 
Recently elected President of the York County National 
Bank of York, Pa. 


The Allentown Trust Company of Allen- 
town, Pa., reports resources of $4,005,000. 
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in service, initiative, growth 
Resources over $50,000,000 


FRANKLIN TRUST 


TIL 
MIDNIGHT 





COMPANY 
Philadelphia 


Chestnut Street at 15th 





METROPOLITAN TRUST MERGED WITH 
BANKERS TRUST COMPANY 


The business of the Metropolitan Trust 
Company has been consolidated with that 
of the Bankers Trust Company of Philadel- 
phia, under an agreement approved by the 
boards of directors and stockholders. The 
sankers Trust Company now has more than 
$29,000,000 in deposits, nearly $40,000,000 re- 
sources and is operating twelve offices in va- 
rious sections of the city. Samuel H. Barker 
is president of the Bankers Trust Company. 

At a special meeting of the directors of 
the Bankers Trust Company, Frank H. Tuft, 
president of the Metropolitan Trust Company, 
was elected a vice-president of the Bankers 
Trust Company and Wilmer S. Baum was 
chosen as assistant treasurer. All directors 
of the Metropolitan Trust Company have 
been elected to the Metropolitan Advisory 
Committee of the Bankers Trust Company. 


MERGER OF NATIONAL BANKS 

Stockholders of the Central National Bank 
and the Penn National Bank of Philadelphia 
have approved the terms of a merger which 
will give the combined Central-Penn National 
Bank capital, surplus and undivided profits 
of $15,000,000 and deposits in excess of $50,- 
000,000, The merger is on a share for share 
basis. Officers and personnel of both banks 
will be retained by the Central-Penn Na- 
tional Bank. 


MERGER OF KENSINGTON TRUST AND 
NATIONAL SECURITY EFFECTIVE 

On June 30th the Kensington Trust Com- 
pany was formally united with the National 
Security Bank & Trust Company under the 
title of Kensington Security Bank & Trust 
Company. Capital of the combined institu- 
tion is $1,300,000; surplus and undivided 
profits, $4,120,000; deposits over $22,000,000 
and total resources, $28,500,000. Charles L. 
Martin is president. 


GIRARD TRUST COMPANY AWARDS 
CONTRACT FOR SKYSCRAPER 

The Girard Trust Company of Philadel- 
phia, which recently acquired the Plaza Trust 
3uilding at the southwest corner of Broad 
and South Penn Square, adjoining its main 
office building at Broad and Chestnut, has 
awarded the contract for a combination bank 
and office building on this newly purchased , 
site. The building will be thirty-three stories 
in height and will be carried out in a com- 
bination of classic and modern design. 

The Girard Trust Company was chartered 
in 1836 as one of the pioneer trust companies 
of the United States. Its main office has 
been for many years one of the architectural 
landmarks of Philadelphia and the growth of 
the company has testified to sterling manage- 
ment and fine old traditions which have al- 
ways characterized this institution. The lat- 
est financial statement shows trust funds un- 
der administration aggregating $725,337,000, 
corporate trusts, $1,475,119,000, and securities 
deposited with the company by corporations 
as trustee to secure issues of collateral trust 
bonds, amounting to $463,440,000. The bank- 
ing resources total $97,050,874; deposits, 
$73,975,000; capital, $4,000,000; surplus and 
undivided profits, $17,388,745. 


WILLIAM M. HARDT CELEBRATES 
BIRTHDAY ANNIVERSARY 

William M. Hardt, who retired several 
years ago as examiner for the Philadelphia 
Clearing House Association, recently observed 
his seventy-eighth birthday. He has the 
unique distinction of having three sons who 
occupy executive positions in three of the 
leading financial institutions: Walter K. 
Hardt, president, Integrity Trust Company ; 
Frank M. Hardt, vice-president, Fidelity-Phil- 
adelphia Trust Company, and J. William 
Hardt, vice-president, Philadelphia National 
Bank. 
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TRUE STORIES ON LIFE AND BUSINESS 
INSURANCE TRUSTS 

Some strikingly effective publicity liter- 
ature on life insurance trusts and business 
insurance trusts is being put out by the 
Provident Trust Company of Philadelphia. 
The response to this literature shows that 
the Provident has hit the true mark and 
adopted the right approach in popularizing 
insurance trusts. This literature consists of 
two booklets. One is entitled “Ten Unusual 
Stories Taken from Life,’’ which tells in a 
human way some real experiences in adapt- 
ing life insurance trust arrangements to 
varying individual or family requirements. 
The other booklet is entitled “Eight True 
Business Stories.’ They are taken from 
actual records and show how various busi- 
ness problems have been solved by the use 
of life insurance and in conjunction with 
the corporate trustee. 

What imparts unusual weight to these 
actual stories is that the Provident Trust 
Company has perhaps had a longer experi- 
ence in fostering life and business insurance 
trust business than any other trust company, 
having contracted such agreements many 
years before the subject commanded the 
attention which it has been given within 
the last decade. 


Walter K. Hardt, president of the Integ- 
rity Trust Company of Philadelphia has 
been appointed associate chairman of the 
corporation gifts committee which is helping 
to raise a $5,000,000 building fund for the 
Franklin Institute Museum. 


TRUST COMPANIES 


PENNSYLVANIA BREVITIES 

John S. Zulick has succeeded the late H. 8. 
Albright as president of the First National 
Bank & Trust Company of Oewigsburg, Pa. 

The First National Bank and the Red Lion 
Trust Company of Red Lion, Pa., have been 
united under the title of First National Bank 
& Trust Company. 

A prize cup donated by William P. Gest, 
chairman of the Fidelity-Philadelphia Trust 
Company, for the best marksmanship, was 
recently awarded by Major General Price to 
the revolver team of the Fidelity-Philadel- 
phia Trust Company which won the cham- 
pionship in the Bank Guards Revolver 
League. 

The Plaza Trust Company of Philadelphia 
has vacated its quarters in the building at 
Broad and South Penn Square, where the 
Girard Trust Company will erect a modern 
bank and office building. The Plaza Trust 
has moved to new quarters at 1414 South 
Penn Square. 

William H. Jungkurth, Jr., has resigned 
as secretary and treasurer of United Security 
Trust Company. William H. Spangler, vice- 
president, has assumed the duties of treas- 
urer, and Mr. Melville M. Parker has been 
elected secretary. 

The Central Trust and Savings Bank of 
Philadelphia recently celebrated its 27th an- 
niversary instead of its 20th anniversary 
as inadvertently stated in the last issue of 
Trust CoMPANIES due to type error. 

Directors of the Bankers Trust Company 
of Philadelphia have elected Harry H. Bucks 
and Edward Green assistant vice-presidents. 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Surplus 
Undivided 
Profits 
Mar. 17, 1930 Mar. 17, 1930 Value 


Capital 
Aldine Trust Co 
Central Trust & Savings 
Colonial Trust Co 
Continental Equitable 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 
Franklin Trust Co 
Germantown Trust 
Girard Trust Co 


ONS a OS eee oy A 
Kensington Trust 

Ninth Bank and Trust 

North Philadelphia Trust 


Northern Trust 


26,238,067 


17,388,745 
15,733,316 


Par Last 


Sale 


Deposits 


$732,715 
2,007,341 
7,941,374 
3,122,496 


$6,297,020 10 
10,324,222 
39,008,753 
17,003,844 
671,776 
10,773,202 
39,771,027 
22,637,291 
73,975,878 
16,848,669 
62,157,560 
13,833,792 
24,755,272 
9,045,971 
13,831,928 
9,726,853 


2,140,949 
8,037,914 
4,157,273 


4,296,711 


1,689,197 
3,226,478 
1,504,876 
4,127,025 
2,750,777 


Penna Co. for Insurances............. 
Provident Trust 

Real Estate Land Title and Trust..... 
Real Estate Trust 


31,186,354 
17,145,704 
16,714,190 
2,512,757 
781,582 


151,006,402 
26,715,144 
45,244,287 

6,539,489 


750,000 11,898,873 
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Boston 


Special Correspondence 


BRANCH BANKING IN MASSACHUSETTS 

Branch banking in Massachusetts was re- 
viewed by the State Commissioner of Banks, 
Roy A. Hovey, at the hearings before the 
House Committee on Banking and Currency 
at Washington. Commissioner Hovey said 
in part: “Branch banking made its first ap- 
pearance in Massachusetts in 1902, when the 
legislature by a general law authorized trust 
companies, our only state chartered commer- 
cial banks, to establish branch offices subject 
to the approval of the supervising board. The 
act limited to one the number of branches 
that a trust company might have, and con- 
fined its location to the same town or city in 
which the main office was located, and with 
the restrictions that it be operated solely for 
the purpose of receiving deposits, cashing 
ehecks and maintaining a safe deposit busi- 
ness. At that time there were thirty-seven 
trust companies having total assets of $164,- 
000,000. Today there are 101 with 
of $777,000,000. 

“Only four of our 101 trust companies 
have a capital of less than $100,000, the mini- 
mum statutory requirement being $50,000 
and then only in towns of less than 10,000 
inhabitants. The smallest town in which a 
trust company is located has a population 
of approximately 1,800. In spite of the fact 
that there are many towns within which 
there are no banking facilities, there is no 
town in all the state which is not within ap- 
proximately fifteen miles of the main office 
of a trust company or national bank.” 


assets 


MERGER OF BEACON TRUST WITH 
ATLANTIC NATIONAL APPROVED 


Stockholders of the Atlantic National Bank 
and the Beacon Trust Company of Boston 
have approved the terms of merger which 
will unite these two institutions and give 
the Atlantic National Bank deposits of ap- 
proximately $144,000,000; capital of $9,000,- 
000; surplus and undivided profits of more 
than $10,000,000. The plan of merger pro- 
vides for exchange of two shares of Beacon 
Trust Company stock for one share of At- 
lantic National, requiring an additional is- 
sue of 75,000 shares of Atlantic National 
stock at par value of $25 per share. Charles 
B. Jopp, president of the Beacon Trust Com- 
pany, becomes a vice-president of the Atlan- 
tie National and all other members of the 
Beacon staff will be retained. 

The merger will increase the number of 
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offices operated by the Atlantic National from 
nine to twelve, including main office. With- 
in the last nine years the Atlantic National 
has taken over the Commonwealth Trust 
Company, the Boylston National Bank, the 
Massachusetts Trust Company and the Com- 
mercial Security National Bank. 


FIRST NATIONAL BANK OF BOSTON 


The June 30th financial statement of the 
First National Bank of Boston shows com- 
bined resources of $718,505,544, including 
cash and due from banks of $106,965,801 ; 
U. S. securities, $52,476,579; loans, discounts 
and investments, $496,734,134 and accept- 
ances, $48,153,482. Deposits amount to $551,- 
019,676 with capital of $44,500,000; surplus 
and profits, $39,469,139.. These figures do not 
include the Old Colony Trust Company and 
the First National Old Colony Corporation 
the capital stock of which is beneficially 
owned by the stockholders of the First Na- 
tional Bank. The Old Colony Trust Com- 
pany has capital, surplus, guaranty fund and 
profits of $10,441,629 and the First National 
Old Colony Corporation has capital and sur- 
plus of $25,000,000. 
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KIDDER, PEABODY & COMPANY IN NEW 
BACK BAY BRANCH 

Kidder, Peabody & Company recently 
opened their new Back Bay branch in the 
new Kidder, Peabody Building at 69 New- 
berry street, which replaces and takes over 
the activities of the branch office maintained 
at 216 Berkeley street, established in 1921. 
Since this office was opened the Back Bay 
district has shown most active growth, as 
evidenced by the erection of the Park Square 
Building, the Statler Building and Hotel, the 
John Hancock Life Insurance and numerous 
other buildings. 

At the new Back Bay office Kidder, Pea- 
body & Company provide full facilities for 
the purchase and sale of listed and unlisted 


securities, foreign drafts, issuance of travel- ° 


ers’ letters of credit and statistical service. 
Private rooms are also available to cus- 
tomers with special accommodation for 
women clients. The company occupies the 
first two floors and basement of the build- 
ing. The main banking room is two stories 
high and treated in a modernistic style. 
Pilasters divide the wall into broad panels 
and accentuate by their bold vertical lines 
the height of the room. Every device has 
been provided for the efficient handling of 
business even to acoustic celotex paneling 
in the ceiling of the office space to deaden 
the sound of typewriters and other business 
machines. Vaults for the safekeeping of se- 
curities and business records are located in 
the basement. 

Kidder Peabody maintains, besides their 
Back Bay office, an office at Harvard Square, 
Cambridge and Coolidge Corner, Brookline 
as branches of their Principal Boston office, 
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which is located at 115 Devonshire street. 
Outside of Boston they maintain an office 
in Providence and have correspondents rep- 
resenting them in Portland; Manchester, New 
Hampshire; Worcester, Springfield, New Bed- 
ford, Massachusetts and other principal New 
England cities. Robert Winsor, Jr., remains 
in charge of the Back Bay office. 


New HomME or BAcK Bay BRANCH OF KIDDER, PEABODY & Co., BOSTON, SHOWING REAR OF BANKING 
Room, EXTERIOR OF BUILDING AND A PORTION OF CONFERENCE ROOM FOR WOMEN 
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STATE STREET TRUST COMPANY 

The State Street Trust Company of Boston 
is experiencing rapid growth in the accumu- 
lation of trust business. The latest state- 
ment shows that trust department business 
increased during the twelve months ended 
July 1, 1930, from $78,330,161 to $103,122,- 
S62, including estates and trusts of $48,207,- 
633 and agencies $54,915,229. 3anking re- 
sources have also increased over three mil- 
lions during the second quarter to total of 
$74,506,460; deposits $61,481,082; capital, 
$3,000,000; surplus, $3,500,000 and undivided 
profits $829,4400. 


MATTHEW CUSHING BECOMES EXECU- 
TIVE OF MASSACHUSETTS TRUST 
COMPANY ASSOCIATION 
Matthew Cushing, who has for the past 
five years been connected with the office of 
the Massachusetts Bank Commissioner in va- 
rious capacities, has resigned to accept the 
position of executive-secretary of the Massa- 
chusetts Trust Company Association. This 
organization has for its objective the ad- 
vancement of the trust company movement 
in Massachusetts and has rendered valuable 
aid in either initiating or aiding in sound 
legislation as well as in other constructive 
channels. The membership is representative 
of the 101 trust companies now operating in 


trust department assets of $785,000,000. 

The new secretary comes to the association 
admirably fitted to carry on the work. His 
five years’ experience in a Boston trust com- 
pany, together with five years’ experience in 
the Commissioner’s office, carried him into 
most of the trust companies, and he is there- 
fore familiar with trust company practice 
and procedure. The other officers of the as- 
sociation are: President, Shirley H. Eldredge 





TRUST DEPARTMENT EMPLOY- 
MENT EXCHANGE 


Frequent requests come to TRUST 
CoMPANIES Magazine from banks and 
trust companies for information as to 
qualified trust officers or personnel, 
either to fill vacancies or to aid in 
establishing or developing trust depart- 
ment service. Likewise numerous ap- 
plications are filed with Trust Com- 
PANIES from men with trust department 
experience or who wish to take up this 
work, 

To assist trust departments of banks 
and trust companies in securing effi- 
cient trust officers or aids and to place 
applicants in touch with prospective 
openings, facilities have been provided 
by TRUST COMPANIES for an exchange 
of confidential information. This serv- 
ice is provided without any charge 
whatever and is solely for the conve- 


nience of trust departments and appli- 
cants for trust department positions. 
To those availing themselves of this 


exchange service it 


is requested that 


detail information be submitted as to 
requirements or qualifications. 


Address: Trust Employment Exchange, 
TRUST COMPANIES Magazine, 
55 Liberty Street, New York City. 





of the Waltham Trust Company; vice-presi- 
dent, Walter 


Davis of the Central Trust 


Company of Cambridge, and treasurer, W. S. 


Shepard of the Worcester Bank & Trust Co. 


The Columbus Bank & Trust Company is 
being organized in New Haven, Conn., with 


capital of $100,000 and 


surplus of $50,000. 





CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Benoon “Trast CO yc sss s sca 5 ns ns’e ose OMOOOO 
Boston Safe Deposit and Trust Co....... 2,000,000 
Charleston Trust Co 200,000 
Columbia Trust Co 100,000 
Commerce and Trust Co 1,000,000 
BNE BPMN ND ono) ocs 5-5 aaa eras. 9.5 ae 3 os a 0 4 Oe 
Exchange Trust Co ,900,000 
Fiduciary Trust Co 500,000 
Harris Forbes Trust Co 500,000 
Jamaica Plain Trust Co 200,000 
Kidder Peabody Trust Co 500,000 
Lee Higginson Trust Co 500,000 
New England Trust Co 1,200,000 
Old Colony Trust Co 5,000,000 
Ete TereSs PUG Os. ieee evi sce ees 3,000,000 
United States Trust Co 2,500,000 


Surplus and 


Undivided Profits, 


Mar. 2 
$3,266,188,81 
3,750,902,61 
58.035,60 
157,333.10 
381,049.42 
331,057.02 
1,612,090.95 
91,161.45 
325,623.86 
98,976.21 
286,033.57 
715,213.25 
3,918,326.49 
5,223,075.08 
4,392,164.35 
3,521,958.44 


27, 1930 


Deposits, 
Mar. 27, 1930 
$24,124,054.39 

19,408,724.91 

918,090,13 

867,503.30 

4,974,306.52 
2,554,910.67 
6,011,758.01 

200,000.00 

2.001,475.18 
1,559,780.58 
3,807,720.17 
8,939,048.18 
29,846,968.98 
3,646,601.98 
58,395,013.94 
11,883,183.76 


Assets, 
Trust Dept. 


Mar. 27, 1930 


$438,314.21 
194,513,174.45 


876,961.19 
3,202,868.22 
1,413,297.69 

914,663.23 
4,344,189.04 

87,805.85 
13,315,939.92 
16,253,139.63 

118,680,478 .14 
225,846,942.86 
45,251 ,420.87 
10,346,876.90 
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Special Correspondence 


“BUSINESS NOT AS BAD AS OUR 
PSYCHOLOGY” 


The conviction prevails in local banking 
circles that general business is not so bad as 
the public is led to believe by current re- 
ports which give emphasis to reduced pro- 
duction and earnings while giving scant at- 
tention to more reassuring factors. There 
is no attempt to disguise the fact that con- 
ditions have not worked out as favorably as 
expected earlier in the year. There is un- 
employment to be sure, but not of such extent 
as to give real concern. On the other hand 
there is confidence that with the passing of 
the mid-summer lull, there is bound to come 
an accelerated demand for goods and prod- 
ucts which are now carried in low stocks. 

Arthur Reynolds, chairman of the board 
of the Continental Illinois Bank and Trust 
Company, whose sources of direct informa- 
tion reach through a network of many 
thousands of interior bank correspondents, 
expects a definite revival in business this 
Fall. He says: 

“The business situation at present has no 
definite trend with the exception of com- 
modity prices, which have declined and are 
still declining. This condition is not con- 
fined to our country and there will be no re- 
sumption of business in any comprehensive 
way until commodity prices strike bottom. 

“In 48 years of banking experience my 
observation has been that under conditions 
similar to the present, the turn has come 
much more rapidly than anybody believed. 
In talking things over, my officers tell me 
that eight out of twelve customers they meet 
say their business is pretty good—some say 
as good as last year. The remaining four 
say that their business is poor. The domes- 
tic crop outlook this year from the stand- 


Copyright, S. W. Strauss. & Co 


point of volume is good. We cannot tell 
yet what the dollar return will be, because 
of changed methods of marketing and _ be- 
cause the European crop outlook is not 
definite.”’ 

The Central Trust Company of Illinois 
in its July digest of trade conditions, ex- 
presses the following viewpoint: 

“Current inquiries regarding the general 
business situation suggest that most of us 
have been watching the waves instead of the 
tides. The tides are fundamental, the waves 
are transient. Our study of fundamental busi- 
ness operations discloses improvement over 
last year-end, and over the early months of 
the current year. Unemployment is now 
being modified through harvest demand for 
temporary labor and engineering construc- 
tion is developing fast enough to provide 
an outlet for the floating harvest worker 
in almost any part of the country.” 


PIONEER SPIRIT STILL DOMINATES 
AMERICAN BUSINESS 

the general tide of business 
may fluctuate, the spirit of pioneering and 
of seeking ever better methods, 
and improvement in distribution, 
dominant in American business. That is the 
text of a series of invigorating advertise- 
ments and pamphlets which the Harris Trust 
& Savings Bank of Chicago is projecting at 
the present time, There also runs through 
these advertisements a suggestion of contrast 
of present-day methods with conditions 100 
years ago when Chicago first became a mu- 
nicipality. 


However 


products 
continues 


The June 380th financial statement of the 
Harris Trust & Savings Bank shows total 
resources of $120,612,000, an increase of 
over $16,000,000 since March 27th; deposits 
$101,740,536, a gain of over $14,000,000, with 
capital of $6,000,000; surplus and undivided 
profits of $7,395,567. Ten years ago the de- 
posits of the company were $31,994,000. 
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NEW DIRECTOR AT CENTRAL TRUST OF 
ILLINOIS 

At a recent meeting of the board of direc- 
tors of the Central Trust Company of Illinois 
in Chicago, Harley L, Clarke, president of 
Utilities Power & Light Corporation, presi- 
dent of Fox Film Corporation and of a num- 
ber of other nationally known business con- 
cerns, was elected a director of the bank. 

Mr. Clarke’s utilities interests cover not 
only a wide range of territory in the more 
populated centers of this country, but extend 
abroad to England where, in 1929, his cor- 
poration acquired ownership of the Greater 
London and Counties Trust, Ltd., owning 
and controlling operating companies furnish- 
ing electric light and power to ninety-five 
cities and towns in Great Britain. Among the 
prominent subsidiary utilities under his con- 
trol, and of which he is president and a 
director, are Interstate Power Company, 
Central States Utilities Corporation, and 
Eastern New Jersey Power Company. He is 
a director of Laclede Power & Light Com- 
pany. 

Mr. Clarke has for a number of years 
been interested in the advancement of the 
theater. Recently, General Theaters Equip- 
ment, Inc., of which he is president, pur- 
chased control of Fox Film Corporation, and 
he became its president. 


HARLEY L. CLARKE 


Recently elected a Director of the Central Trust Co. of 
Illinois of Chicago 
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LEONARD RETURNS TO CENTRAL 
TRUST 

Arthur T. Leonard has been elected to suc- 
ceed the late A. K. Bodholdt as vice-president 
in charge of the trust department of Central 
Trust Company of Illinois. He is not a 
stranger to the bank. He formerly served 
as secretary and trust officer of Central 
Trust, leaving in 1923 to become associated 
with Dawes Bros., Ine., as secretary and 
treasurer, which office he has since held. He 
is a director of Dawes Bros., Inc., and is also 
vice-president and treasurer as well as a di- 
rector of Metropolitan Gas & Electric Com- 
pany and Union Gas & Electric Company. 

Mr. Leonard was born in Chicago and 
graduated from Northwestern University 
Law Department in 1916. Previous to the 
war he practiced law in Chicago and is a 
member of Chicago Bar Association, Illinois 
Bar Association, and American Bar Associa- 
tion. During the war he was in the Navy 
and served nine months abroad. He left 
the Navy as a Lieutenant. 


Evidence of speedy service at the Conti- 
nental Illinois Bank & Trust Company of 
Chicago is afforded by a record of $116,000,- 
000 of telegraphic transfers in a single day. 


ARTHUR T. LEONARD 


Elected to succeed the late A. K. Bodholdt as Vice-president 
in charge of the Trust Department of the Central Trust 
Co..of Illinois, Chicago 
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REAL ESTATE DIVISION OF THE 
TRUST DEPARTMENT 

The responsibilities which attach to the 
immense volume of business handled by the 
real estate division of the trust department 
of Continental Illinois Bank and Trust Com- 
pany, are discussed in an interesting article 
by Carl A. Gode appearing in the Continental 
Illinois News. All of the real estate in- 
terests of the bank have been recently coun- 
centrated in the real estate division of the 
trust department which is now located in 
newly-completed quarters on the fifth floor 
of the bank’s spacious building. The divi- 
sion has a personnel of fifty-two men and 
women under the executive management of 
Charles H, Binney, assisted in supervision 
of personnel and operations by Joseph B. 
Hall. 

The work of the real estate division is 
divided into various classifications. There 
are the real estate properties, including office 
buildings, commercial and industrial prop- 
erties, apartment buildings, and vacant lands, 
having aggregate value of more than $200,- 
000,000. Then there is the care of real es- 
tate underlying mortgages which form a large 
part of trust estate investments, which re- 
quire particular attention. The duties em- 





brace real estate investments for trust estates 
and the aggregate of such investments is 
now considerably more than $100,000,000. 
Farm lands are also generously represented 
in various trusts and real estate mortgage 
securities, which call for specialized treat- 
ment. Another phase of work is the nego- 
tiation of real estate loans for investment 
purposes as well as the sale of real estate 
investments, which are popular with the 
clients of this bank because of their safety 
and yield. Mr. Gode rounds out his descrip- 
tion with instances showing how varied 
are the operations and duties of this im- 
portant division of the trust department. 


“THE BUSINESS OBSERVER” ARRIVES 

The Foreman-State National Bank of 
Chicago has entered the lists with banks 
and trust companies which monthly 
or weekly economic and business reviews. 
“The Business Observer” is the latest ad- 
dition to the roll and the first edition gives 
promise that this publication will command 
more than prefunctory attention. There is 
a grasp of essentials as well as a painstaking 
assembly of all available facts which renders 
this publication of special value to all who 
desire to keep abreast with varying currents 
in the business situation, in finance and in- 
ternational movements. Supplementing the 
review is a statistical supplement which pre- 
sents the current business picture in com- 
pact form. 


issue 


In announcing the new publication, 
land H. Allen, economist for the Foreman- 
State Bank states that the “Observer” will 
be useful in four distinct ways. First there 
is the survey of the national and the inter- 
national situation; second, interpretation in 
paragraph and chart form; third, a special 
article dealing with some industry identified 
with Chicago or Central States markets and 
fourth, the statistical supplement. 


Har- 


THE NORTHERN TRUST COMPANY 
OF CHICAGO 

The Northern Trust Company of Chicago 
reported at the close of the half year, total 
resources of $71,493,490 with cash and due 
from banks, $14,574,645; demand and time 
loans secured by collateral, $28,627,000; other 
loans and discounts, $9,135,424; bonds and 
securities, $16,033,894. Deposits amounted to 
$58,622,000, an increase of over $8,000,000 
since the March statement. Capital is $2,000- 
000; surplus, $4,000,000, and undivided prof- 
its, $3,105,082. 
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LEE, HIGGINSON & CO. OPENS NEW 
OFFICE IN CHICAGO 

Opening of the new business home of Lee, 
Higginson & Company on the bank floor of 
the recently completed Board of Trade Build- 
ing in Chicago, is considered of special in- 
terest because of the close association of this 
old banking house with the early and sub- 
sequent financing for many of the leading 
industrial and business enterprises of the 
middle west. Removal of the offices from 
the Rookery, 209 South La Salle, where the 
firm has been located for the last twenty- 
five years coincided with the eighty-ninth an- 
niversary of the firm’s foundling, a fact 
which gave further significance to the estab- 
lishment of the partnership in new quarters 
in Chicago. 

Activity of the firm in Chicago and the 
middle west before and since the establish- 
ment of offices here in 1905 has given the 
partnership a strong relationship with the 
industrial and business growth in this see- 
tion of the country. The name of Lee, Hig- 
ginson & Company has been identified with 
financing for enterprises of national and 
international scope, prominent among which 
are business concerns of such local interest 
as Western Electric Company, Chicago Tele- 
phone Company, (predecessor of the present 
Illinois Bell Telephone System,) Montgom- 
ery, Ward & Company, Northwestern Ele- 
vated Company, Crane Co., Central Manu- 
facturing District of Chicago, Fairbank 
Morse & Company, Quaker Oats Company, 
Kansas City Terminal Railway Company, By- 
Products Coke Corporation (now Interlake 
Iron Corporation), W. F. Hall Printing Com- 
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pany, The Nash Motors Company, Link-Belt 
Company, Household Finance Corporation, 
Cudahy Packing Company, Joseph T. Ryerson 
& Son, Inc., Marshall Field & Company and 
others. 


ILLINOIS BREVITIES 
The Chicago Association of Commerce has 
published a new edition of the local business 
directory which contains the names of 22,500 
Chicago factories and business houses which 
participate in the city’s $13,000,000,000 an- 
nual trade turnover. 


The First National Bank and the First 
Bank & Trust Company of Duquoin, Ill. have 
been merged with total assets of $3,000,000. 


The First National Bank of Aurora, II1., 
has been merged with the American National 
Bank with combined resources of $6,500,000. 


The Merchandise Bank & Trust Company 
has opened for business in Chicago in the 
Merchandise Mart, with invested capital of 
$1.250,000. Sterling B. Cramer, vice-presi- 
dent of the Continental Illinois Bank & Trust 
Company, is chairman of the board, and Ray- 
mond L. Redheffer, president. 


Edward Jones, assistant manager of the 
savings department of the Continental ITli- 
nois Bank & Trust Company of Chicago, has 
retired on a pension. 


The Bank of Commerce of Chicago, which 
recently opened for business in the quarters 
formerly occupied by the Union Trust Com- 
pany in the Tribune Building under the 
presidency of Henry S. Henschen, has ob- 
tained authority to exercise trust powers. 


CONDITION OF CHICAGO TRUST COMPANIES 


Capital 


Boulevard Bridge Bank $500,000 
*Central Trust Co. of Ilinois...........12,000,000 
Continental Illinois Bank & Trust Co...75,000,000 
ey oo a ee an een ee 350,000 
First Union Trust & First National... . .32,500,000 
Foreman St. Nat.-Foreman St. Tr 13,500,000 
oe nl PSS [Pe ene eae ee 200,000 
Harris Trust 6,000,000 
Mercantile Trust..................... 600,000 
National Bank of the Republic 10,500,000 
Northern Trust 
PRODI S CPUKG. 6:0 )oeicexac cs. 
Sheridan Trust 
Union Bank of Chicago 
West Side Trust 
Woodlawn Trust 


. 2,500,000 
1,000,000 
1,000,000 
1,000,000 

600,000 


Surplus and 
Undivided 
Profits 
June 30, 1930 

577,000.00 
11,534,509.00 
72,470,616.00 

906.119.00 
42,005,364.00 
17,080,390.00 

210.131.00 

7,395,567.00 

576,924.00 

3,227,266.00 
7,105,082.00 
1,496,992.00 

683,915.00 

1,326,729.00 

669,694.00 

404,306.00 


Deposits Book 
June 30, 1930 Value Bid Asked 
12,675,306.00 215 430 440 
140,943.767.00 236 320 325 
908,030,473.00 224 620 £624 
6,900,688.00 358 560 580 
502,380,919.00 320 618 622 
197,258.030.00 342 617 621 
2,718,929.00 205 190 200 
101,740,536.00 223 750 760 
10,993,727.00 196 425 435 
182,090,607.00 **37 117 119 
58,662,277.00 455 570 575 
29,547,609.00 160 470 475 
12,044.112.00 168 240 245 
8,917,618.00 233 260 265 
11,336,046.00 167 320 330 
8,397,852.00 167 310 320 


*Central Trust Bank value dues not include Securities Co. 


**20 par value. 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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Pittsburgh 


Special Correspondence 
GROUP BANKING ACTIVITIES IN 
WESTERN PENNSYLVANIA 

Reports persist of the activities of two 
large groups of banking institutions which 
aim to acquire control or stock interest in 
key banks and trust companies in the im- 
portant centers of western Pennsylvania. 
Some months ago statements were current 
to the effect that a New York private bank- 
ing firm sought to secure control of a num- 
ber of banks in this part of the common- 
wealth. These reports have resolved them- 
selves into unconfirmed newspaper announce- 
ments which credit the Mellon and Hillman 
banking interests with seeking control over 
seventy-five or more banks in this part of 
the state. 

According to one account the Mellon bank- 
ing group is making overtures to acquire 
controlling interest in some fifty banks in 
Western Pennsylvania. The Hillman inter- 
ests, headed by J. H. Hillman, Jr., are also 
said to be active in developing a group or- 
ganization to embrace banks and trust com- 
panies in Pittsburgh and vicinity. Both 
movements are said to be due to the pre- 
vailing belief that branch banking will be 
legalized in Pennsylvania beyond the pres- 
ent limited confines and particularly in view 
of the prospect of a liberalization of branch 
banking powers by Congress for national 
banks. 

Expansion of the banking alignments which 
center in the Peoples-Pittsburgh Trust Com- 
pany and which are identified as the Hill- 
man group, is indicated by the merger of 
the First National Bank & Central National 
Bank of Wilkinsburg, Pa., the majority stock 
of which is held by the Peoples-Pittsburgh 
Trust Company interests. The First Na- 
tional of Wilkinsburg will continue to funce- 
tion as a unit with resources of $10,000,000. 


The Southern District Bankers 
tion has been organized by banks of the 
South Side of the Monongahela River, in 
Pittsburgh and adjoining territory. The pres- 
ident is H. S. Hershberger, president of the 
West End Savings Bank & Trust Company. 

Stockholders of the Warren Savings Bank 
& Trust Company of Warren, Pa., have au- 
thorized an increase in the capitalization 
from $200,000 to $1,000,000. 

Charles W. Dodson, formerly associated 
with the Title Guaranty Company, is now 
with the Peoples-Pittsburgh Trust Company 
in its trust department. 


Associa- 


FOREMAN-STATE 
TRUST AND SAVINGS BANK 


ACTS AS 


TRUSTEE 
TRANSFER AGENT 
REGISTRAR 
DEPOSITORY 
FISCAL AGENT 


and in all other corporate fiduciary 
capacities. 


a A 


33 North LaSalle Street 
CHICAGO 





GAINS BY FIDELITY TRUST COMPANY 

Substantial gains are reflected in the lat- 
est financial statement of the Fidelity Trust 
Company of Pittsburgh, which now admin- 
isters trust and estate funds aggregating 
$222,336,163 with corporate trusts amount- 
ing to $71,525,490. The Fidelity Trust Com- 
pany recently celebrated its forty-fifth year 
of service, having been founded in 1886. 
Banking resources, as of June 30th, amounted 
to $29,844,323; deposits, $19,014,000; capital, 
$2,000,000; surplus, $7,000,000 and undivided 
profits, $1,381,121. 


PLAINFIELD TRUST COMPANY 
REGISTERS GROWTH 

Commanding banking and trust resources 
far above the average of institutions located 
in communities of similar size, the Plainfield 
Trust Company of Plainfield, N. J., measures 
up to metropolitan stature. Banking re- 
sources amount to $21,689,382; deposits, $19,- 
387,975; capital is $650,000; surplus, $1,000,- 
000, undivided profits and special reserve 
fund, $557,031, making capital structure of 
$2,207,031. The trust department reports 
trusts and property under administration 
with aggregate value of $22,955,472. 








TRUST 


St. Louis 


Special Correspondence 


MISSOURI BANKERS WATCHING 
BANKING TRENDS 

Missouri has always been regarded as a 
stronghold of unit banking and as uncompro- 
misingly opposed to branch banking. Mis- 
souri bankers were among the first to ally 
themselves with organized opposition to 
branch banking. 

It is significant that the Missouri Bankers 
Association, at its last annual convention, 
rather evades the issue and contents itself 
with the following non-committal resolution: 

“Corporation, chain, branch or unit bank- 
ing, which? This may not be answered soon. 
$ut whatever form or forms our banking 
system may assume in Missouri, the members 
of the Association pledge that their own 
standards of bank management shall con- 
stantly improve. It is becoming better and 
better known what proportion of a bank’s 
notes should consist of outside paper, what 
kind of bonds it should hold as secondary 
reserve, what showing it should require 
from borrowers’ before lending money, 
and what showing it should require as 
a condition of renewal. Most customers 
understand now that bankers are not sup- 
posed to work for nothing any more than 
merchants are. These new standards, or 
these old standards better understood, are 
decreasing losses and increasing profits. The 
form of banking to survive will be that which 
provides the best banks. Let each of us 
therefore look to his own standards of bank 
management.” 


BUSINESS IN SOUTHWEST WAITS UPON 
BALANCED PRICE RELATIONSHIP 


The price factor is regarded as the all- 
important one in influencing business and 
trade recovery in the southwest, according 
to the survey issued by the Commerce Trust 
Company of Kansas City, which says: 

“Business in the Southwest and over the 
world is undergoing readjustments. Further 
declines were recorded during the past month 
in grain and live stock prices, and even oil 
developed an easier tone, At the same time, 
the outlook for southwestern production im- 
proved with more favorable weather. The 
volume of general trade receded. It is prob- 
able that the movement of new wheat, to- 
gether with the progress of other crops, will 
tend to add to southwestern business starting 
with July. However, material expansion in 
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the aggregate of general trade in this terri- 
tory and in the country as a whole still 
awaits more balanced price relationships. 

“The southwest and, in fact, the entire 
world, will begin to move forward in business 
when the exchange of goods and services is 
on a more equitable basis. The credit situa- 
tion in Europe, which is operating against 
purchases of surplus wheat and other prod- 
ucts from the southwest and diminishing ex- 
ports from the United States, indicates the 
likelihood that the turn for the better in 
business will start with a general level of 
prices more in conformity with quotations 
on agricultural products. Even the latter, 
however, do not appear to have completed 
adjustments.” 


DIRECTOR OF MISSISSIPPI VALLEY 
TRUST COMPANY 


Albert B. Elias, a valued member of the 
board of directors of the Mississippi Valley 
Trust Company of St. Louis, was recently 
elected president of the Southwestern Bell 
Telephone Company which serves 1,353,000 
telephones in Missouri, Kansas, Arkansas, 
Oklahoma and Texas. Mr. Elias was born 
in Springbrook, Pa., of Welsh ancestry and 
early in his career displayed a talent for 
electrical engineering and __ installations. 
Thirty years ago he became associated with 
the New York Telephone Company and came 
to the Southwestern Company in 1913 as gen- 
eral plant manager in Texas. Later he ad- 
yanced in executive offices until recently as- 
suming the presidency. 

At a recent meeting of the board of direc- 
tors of the Mississippi Valley Trust Company, 
Charles W. Anna was elected assistant trust 
officer. He came to the Mississippi Valley 
and encountered the trust department in Oc- 
tober, 1919, just a week after his discharge 
from the Army, following the World War. 
Since that time he has filled various positions 
of responsibility in the trust department. 

The June 30th financial statement of the 
Mississippi Valley Trust Company shows 
combined resources of $81,453,256, including 
loans and discounts of $50,631,550; U. S. 
Government securities, $2,930,167 ; bonds and 
other securities, $11,987,015; cash and due 
from depositories, $13,829,445. Deposits total 
$70,699,182. Capital is $6,000,000; surplus 
and undivided profits, $3,858,569. 


Alfred Fairbank, until recently vice-presi- 
dent of Taussig, Day, Fairbank & Co., has 
been elected a vice-president and trust officer 
of the Boatmen’s National Bank. 
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STAFF PROMOTIONS AT MERCANTILE- 
COMMERCE OF ST. LOUIS 

In accordance with the traditional policy 
of according promotion to faithful employees 
on the basis of merit, the Mercantile-Com- 
merce Bank & Trust Company of St. Louis 
announces a group of seven advancements 
to staff positions. F. W. Heuermann was ad- 
vanced from assistant treasurer to cashier. 
Mr. Heuermann began his banking career 
with the Lincoln Trust Company in St. Louis 
in 1900, In 1904 when the Missouri Trust 
Company and the Lincoln Trust Company 
were consolidated he served as a bookkeeper 
with the new institution. In September, 1907, 
the Mereantile Trust Company absorbed the 
Missouri-Lincoln Trust Company and Mr. 
Heuermann served the enlarged bank in va- 
rious capacities, including teller. He was an 
assistant treasurer in 1922 and retained that 
post a year ago when the Mercantile Trust 
Company and the National Bank of Com- 
merce merged. 

In the new promotions, the position of as- 
sistant vice-president was created and three 
assistant treasurers were advanced to that 
post as follows: 

EK. L. Black, who began his career as an 
office boy for the Mercantile Trust Company 


in 1907: G. H. Kleinschmidt, who began as 








F. W. HEUERMAN 


Who has been appointed Cashier of the Mercantile-Com- 
merce Bank and Trust Co. of St. Louis 


TRUST COMPANIES 


a stenographer in the credit department of 
the National Bank of Commerce in 1905; W. 
L. Rehfeld, who began work as an office boy 
in the National Bank of Commerce in 1909. 
Three other employees of “Mercantile Com- 
merce” were promoted to assistant cashiers. 
They are as follows: H. W. Kroening, who 
began as an office boy in the National Bank 
of Commerce in 1904; V, A. Prevallet, who 
began as a stenographer in the discount de- 
partment of the National Bank of Commerce 
in 1910, and G. M. Telle, who began as a 
stenographer in the credit department of 
the National Bank of Commerce in 1908, 
The June 30th financial statement of the 
Mercantile-Commerce shows total resources 
of $146.092.951, and deposits of $126,679,S44. 
Capital, surplus and undivided profits aggre- 
gate $17,998,297. Cash items amount to $35,- 
306,060; U. S. Government obligations, $11,- 
247.359, and demands loans, $84,547,000, 


COMMERCE TRUST COMPANY OF 
KANSAS CITY 


Resources of the Commerce Trust Company 
of Kansas City, Mo., have jumped since last 
March from $104,485,000 to $116,980,S15; de- 
posits from $93,799,000 to $106461,279. Capi- 
tal is $6,000,000; surplus and undivided prof- 
its, $3.448,809. These increases are on top 
of substantial gains for the first quarter. 


UPHOLDS DEMAND DEPOSIT FUNCTIONS 
OF TRUST COMPANIES 
Missouri trust companies organized under 
the laws as revised in 1909 and before 1915 
are entitled to conduct a demand deposit busi- 
ness under the 1915 amendment to the laws 
regulating trust companies without amending 
their articles of agreement, according to the 
opinion of Stratton Shartel, attorney general. 
The opinion is founded on the theory that 
the powers of trust companies expand with 
the statute, and that such companies have 
all the powers which the law grants at the 
time of the organization or which it grants 
in subsequent amendments. ‘This is espe- 
cially true.” adds the opinion, “where a 
form of charter is used which gives the cor- 
poration such powers as are granted by the 
laws relating to trust companies.” 


‘Sidney Maestre, president of the Mercantile 
Commerce Company, has been elected a di- 


rector of the Mercantile-Commerce Bank & 
Trust Company of St. Louis. 

Joseph <Ashoff of the Mississippi Valley 
Trust Company, St. Louis, Mo., has been 
elected president. of the Bank Clerks Associ- 
ation of Missouri. 








STAFF PROMOTIONS AND APPOINTMENTS AT MERCANTILE-COMMERCE BANK AND 
TRUST COMPANY OF ST. LOUIS 


Upper inserts, left to right: W. L. Rehfeld, ass’t vice-president; E. L. Black, ass’t vice-presi- 
dent; G. L. Kleinschmidt, ass’t vice-president. Lower inserts, left to right: V. A. Prevallet, 
ass’t cashier; H. W. Kroening, ass’t cashier; G. M. Telle, ass’t cashier. 
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OPERATIONS OF DETROIT BANKERS 
COMPANY 

The Detroit Bankers Company, as one of 
the largest bank holding organizations in the 
country, controls a system of banks which 
have 199 completely equipped banking offices 
in the Greater Detroit area. The company 
represents total invested capital of $91,407,- 
4385; deposits of $590,798,796 and resources 
of $709,456,204, without counting the invest- 
ment units. Ownership of capital stock em- 
braces the following financial institutions: 
Peoples Wayne County Bank of Detroit, into 
which were recently merged the Bank of 
Michigan and Peninsular State Bank units; 
Detroit & Security Trust Company of De- 
troit; First Detroit Company of Detroit; 
Peninsular State Bank of Highland Park; 
Peoples Wayne County Bank of Highland 
Park; Peoples Wayne County Bank of Dear- 
born; First National Bank in Detroit; 
Grosse Pointe Savings Bank of Grosse 
Pointe; Peoples Wayne County Bank of 
Ecorse; Peoples Wayne County Bank of 
River Rouge; River Rouge Savings Bank of 
River Rouge; Peoples Wayne County Bank 
of Wyandotte; Peoples Wayne County Bank 
of Hamtramck. 


YORK COMPANY TO BUILD LARGEST 
VAULT IN THE WORLD 

The York Safe & Lock Company has been 
awarded the contract for the construction of 
what will be the largest vault and which will 
be installed for the Bank of Japan in Tokyo, 
and known in the Orient as the Nippon Bank. 
The job includes that of shipment from the 
port of Baltimore. The installation will be 
for two vaults, each 187 feet by 76 feet. There 
will be seventeen vault doors and at least 
3.500 tons of materials will be required. 
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AMERICAN SECURITY AND TRUST 
COMPANY 

Total resources of $38,846,549 are shown 
in the latest financial statement of the 
American Security & Trust Company of 
Washington, D. C., including cash on hand 
and due from banks, $6,075,406; U. S. Gov- 
ernment and other securities, $11,713,119; 
loans and discounts, $18,719,451. Deposits 
amount to $30,396,628 with capital of $3,400,- 
000; surplus, $3,400,000, and undivided prof- 
its, $638,256. 

Frank M. Perley, of the American Security 
and Trust Company of Washington, D. C. has 
been elected president of the Washington 


Chapter, American Institute of Banking. 


JOHN HANCOCK WRITES GROUP ON 
CHAIN STORES 

Several chain store group life insurance 
contracts have recently been placed through 
the Harry Gardiner agency of the John Han- 
cock Mutual Life Insurance Company, by 
Elmer G. Leterman of Stebbins, Leterman & 
Gates, Ine. These cases cover all the em- 
ployees of nine chain store organizations as 
follows: The Charles Stores, the H. H. 
Butler Stores, the Randall Stores, Trivers 
Fields $22.50, Askin & Marine Company 
Stores, the Bond Stores, Inc., the Rossman 
Store and the Golde Clothes Shops, Inc. This 
adds to the already large lines of group on 
chain store organizations, written by the 
John Hancock. 


On July ist became effective the merger 
of the Merchants and Manufacturers Trust 
Company and the Highland Trust Company 
of Union City, N. J., with Frank C. Ferguson 
as president. 





CONDITION OF ST. LOUIS TRUST COMPANIES 


Franklin-American Trust Co 
Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 


Mississippi Valley Mer-hants State Trust Co....... 


St. Louis Union Trust Co.* 
*Accepts no deposits. 


Surplus and 
Undivided Profits, 
June 30, 1930 
$1,858,257.37 
1,817,753.63 
7,998,297.46 
3,858,569.23 
1,948,217.52 


Capital 


$2,600,000 
2.150,000 
10,000,000 
. 6,000,000 
5,000,000 


Deposits, 
June 30, 1930 
$36,723,213.05- 
26,913,260.05 
126,688, 720.94 
70,699,182.21 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 


American Security & Trust Co..........$3,400,000 
Merchants Bank & Trust Co 

Munsey Trust Co 

National Savings & Trust Co 

Union Trust Co 


Washington Loan & Trust Co 1,000,000 


June 30, 1930 
$4,038,256.30 


2,949,014.74 


Surplus and 


Undivided 
Profits Par 
100 
100 
100 
100 
100 


Deposits 
June 30, 1930 
$30,396,628.56 

8 057,698.58 

4,903 ,650.53 

12,052,933.58 

8 ,605,763.47 

15,288,775.84 


Bid Asked 
405 
130 

"590 
275 
510 


316,479.35 
1,407,107.22 


1,229,347.91 
2,483,357.01 


Figures furnished by The Washington Loan & Trust Co. 
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Cleveland 


Special Correspondence 
GUARDING BANK CUSTOMERS AGAINST 
SPECULATIVE PITFALLS 

One of the interesting and compensating 
results of the collapse in stock market values 
last October is the evidence of greater reli- 
ance of depositors and investors in consulting 
expert banking judgment. The slogan “Con- 
sult your banker before investing’ is bear- 
ing fruit. This is partly due to bitter expe- 
rience on the part of those who ignored or 
rejected such injunction and to the fact that 
banks and trust companies have qualified 
themselves to offer sound and profitable ad- 
vice. What with the organization of invest- 
ment and security subsidiaries, establishment 
of investment trusts and the connections fos- 
tered through investment departments, there 
is no community that has not at least one 
more reliable banking institution which not 
only welcomes but is able to give good advice. 

The closer contacts which are being de- 
veloped by trust companies and banks in 
guiding investors and customers in the use 
of their money, is illustrated by a series of 
lectures just now being conducted by 
Cleveland Trust Company. 


the 
They are deliv- 


ered to members of the Women’s City Club 


and relate particularly to familiarizing wo- 
men with safe and sound investments. In 
one of these series of talks, Charles E. Glea- 
son, vice-president of the Cleveland Trust 
Company, dwells upon “When Is an Invest- 
ment a Speculation.” He says in part: 

“T firmly believe that everyone should have 
part of his permanent investment in fixed, 
interest-bearing securities which are neither 
apt to shrink nor to rise in value. However, 
I will depart from the tradition that a bank- 
er must never recommend common stocks. I 
think every active person should have a cer- 
tain proportion of his funds in sound common 
stocks, The problem is how to pick those 
common stocks or how to pick even the bonds 
that should be satisfactory to the particular 
individual. 

“I do not believe that stocks should be 
bought at all times, nor do I believe that 
bonds should be bought at all times. In times 
of easy money, such as we have at the pres- 
ent, the old established bonds listed on the 
New York Stock Exchange rise rapidly. New 
bond issues are put out and can be easily 
sold and it is just at such times as this that 
bond issues are the cause of this case of sale 
which are in themselves not bond issues—but 
dressed up common stocks. Such a time as 


125 


the present is apt to be the hey-day of the 
second or third rate bond distributor. It is 
really safer, if you are buying bonds, for 
you to consult only with the best banks or 
bond houses as to the type of bond you 
should buy.” 


TAXATION OF TRUST ESTATES HELD BY 
NON-RESIDENT TRUSTEES 

The organ of the Union Trust Company of 
Cleveland, Trade Winds, discusses in its cur- 
rent issue a recent opinion by the Attorney 
General of Ohio, which appears to be of im- 
portance to Ohio residents having interests 
in trust estates held by non-resident trust 
companies or other trustees. While this opin- 
ion covers specifically the question of taxa- 
tion of investment trust certificates, its im- 
plications should be considered in regard to 
trust estates in general, including trusts cre- 
ated in New York or elsewhere by Ohio resi- 
dents. 

The question submitted by the Tax Com- 
mission to the Attorney General assumed 
that a corporation holding shares of stock 
assigned the stock to a trustee who was not 
a resident of Ohio, and the trustee then is- 
sued certificates representing fractional in- 
terests in the stock so deposited. The certifi- 
cates were of the kind customarily sold to 
the public as investment trust certificates. 

The Attorney General gave his opinion to 
the Tax Commission that under the consti- 
tution and existing statute laws of Ohio, the 
equitable interest represented by the invest- 
ment trust shares is a species of property 
which must be listed for taxation, and said 
“there can be no doubt but that an equitable 
interest in a trust fund or estate is property.” 
It is not contended by the Attorney General 
that the trust estate as such in the hands 
of the foreign trustee is taxable in Ohio, 
but that the beneficial interests of the Ohio 
resident as distinguished from the trust es- 
tate itself is subject to taxation. 


EXEMPTING TRUSTEED LIFE INSURANCE 
FROM INHERITANCE TAX 


A bill will be presented at the next session 
of the Ohio legislature to specifically exempt 
proceeds of life insurance policy adminis- 
tered by a trustee, from inheritance tax. 
Action is urged in view of the recent ruling 
of the Attorney General that such trusts 
are subject to the Ohio inheritance tax. A 
committee of the Ohio Bankers Association 
has called upon the Attorney General to 
withhold his ruling on the ground that it is 
“driving business out of the state to the ex- 
tent of haif a billion dollars.” 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period ot years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


Tre FIFTH THIRD [JNION TRUST co 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


DEDICATION OF CLEVELAND UNION 
STATION 

Cleveland’s magnificent new gateway and 
railroad terminal was recently dedicated in 
the presence of leading American men of 
business, railroad officials and local citizens. 
The new station building covers approxi- 
mately seventeen acres and the center of 4 
group of handsome new buildings which are 
linked up and together form one of the most 
impressive civic and terminal centers in the 
United States. The station building is topped 
with a 52-story tower and forming units of 
the group of buildings are the Hotel Cleve- 
land, the 1S-story Medical Arts Building, the 
Builders’ Exchange Building and the Midland 
Bank Building. Favorable locations and ac- 
cessible to the spacious station concourse are 
branch offices of the Union Trust 
and the Cleveland Trust Company. In course 
of construction is a $10,000,000 department 
store alongside the Terminal Tower and on 
another nearby site the Federal Government 
is planning to construct a post 
building for Cleveland. 


Company 


new office 


DOCTOR’S DEGREE FOR COL. AYRES 

Col. Leonard TP. Ayres, vice-president and 
internationally-known economist for the 
Cleveland Trust Company recently received 
the degree of Doctor of Laws from Rochester 
University in recognition of his work in the 
field of economics and business research, This 
is the second honorary degree conferred upon 
Col. Ayres. Several years ago he was the 
recipient of the degree of “Doctor of Com- 
mercial Science’ created for him and con- 
ferred by Boston University at the 50th an- 
niversary of its founding. 

Col. Ayres has been chief statistical officer 
of the United States Army, director of the 
Russell Foundation and technical ad- 
visor to the Dawes Commission on Repara- 
tions. He is the author of several studies 


Sage 


on education, is secretary of the Cleveland 
Foundation for which he has conducted sur- 
veys on Cleveland’s education, recreation and 
administration of criminal justice. He is a 
past president of the American Statistical 
Association. With fourteen other leaders in 
the industrial and business world he is a 
member the War Department Business 
Council which organizes the services of sup- 
plies so that they may be readily expanded 
to meet any emergency. He is a trustee of 
the American Bankers Association Eduea- 
tional Foundation and a member of the Eco- 
nomic Policies Commission of the American 
Bankers 


of 


Association. 
CLEVELAND TRUST COMPANY 

Aggregate resources of $325.668.488 are 
shown in the June 80th financial statement 
of the Cleveland Trust Company, embracing 
cash on hand and in banks of $81,720,987 ; 
U. S., state, municipal and other bonds and 
investments, $34,750,385 : loans, discounts and 
advances, $244,480,754:; letters of credit 
acceptances, $5,219,187. Deposits total $291,- 
735,284. Capital is $18,800,000; surplus and 
undivided profits, $12,765,879. 

The Cleveland Trust 
appointment of J. J. 
the Euclid-79th office; J. A. Gustafson, as- 
sistant manager at Newburgh office and 
Harry C. Weber, assistant manager at Term- 
inal Office. 


and 


Company announces 
Rada manager at 


as 


Leland A. Stoner has been elected cashier 


of the Ohio First 
of Columbus, Ohio. 

William P. Hogan, assistant cashier of the 
Second National Bank of Cincinnati, Ohio, 
has become assistant to the president of the 
Bank of Commerce & Trust Company. 

Robert Austin Bishop, vice-president of the 
Central United Bank of Cleveland has been 
elected president of the Cleveland Rotary 
Club. 


Citizens Trust Company 
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INSTITUTE HONORS FIFTH THIRD UNION 
TRUST COMPANY OFFICIAL 

Announcement of the election of Henry J. 
Mergler, assistant treasurer of the Fifth 
Third Union Trust Company of Cincinnati, 
Ohio, as vice-president of the American In- 
stitute of Banking at the recent annual con- 
vention in Denver, was received with satis- 
faction by his associates, members of the 
local Institute Chapter. The honor bestowed 
upon Mr. Mergler is in recognition of his 
zealous work in behalf of local as well as 
national Institute affairs. He is a former 
president of the Cincinnati chapter and for 
eleven years was an instructor in 
cial law and negotiable instruments. His 
national activities include membership on 
the Executive Council for three years, Chair- 
man of Public Affairs Committee and mem- 
ber of the Public Educational Commission 
of the American Bankers Association. 


commer- 


HENRY J. MERGLER 


Assistant Treasurer, Fifth Third Union Trust Company 
of Cincinnati who has been elected a Vice-president of the 
American Institute of Banking 


Louis C. Kollie has been elected vice-presi- 
dent and A. W. Pleister, assistant vice-presi- 
dent in charge of the new 515 Euclid avenue 
office of the Standard Trust Company of 
Cleveland. 

The Central: Depositors Bank & Trust 
Company of Akron, Ohio, has taken posses- 
sion of the first completed unit of its $2,000,- 
000 new building. 
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GAINS SCORED BY GUARDIAN TRUST OF 
CLEVELAND 

The Guardian Trust Company of Cleveland 
under the active direction of President J. 
A. House is steadily gaining ground among 
the nation’s leading trust companies. The 
June 30th report showed aggregate resources 
of $175,168,539, including cash on hand and 
in banks $22,494, 370; U. S. bonds, $12,102, 
695; loans, advances and investments, $128,- 
990,065; acceptances and letters of credit, 
$4,755,146. Capital is $7,000,000; surplus, 
$9,000,000 ; undivided profits, $1,714,406. De- 
posits of $151,633,960 compare with $140,- 
755,000 on June 30, 1928 and $119,714,000 
on June 30, 1926. 

David B. Hull, former head of the purchas- 
ing department of the Guardian Trust Com- 
pany has been appointed manager of the 
bank’s newest branch at Lorain avenue and 
W. 117th street, which was recently opened. 


The Union Trust Company of Cleveland , 
won the silver cup in the Window Display 
Contest showing the activities of the Ameri- 
can Institute of Banking. The prize cup, one 
of the features of National Publicity Week, 
becomes the permanent property of The 


Union Trust Company. 


New quarters of the trust department of 
The First Trust & Savings Bank of Akron 
vere opened recently with L. S. Dudley, trust 
officer, in charge. The new quarters extend 
the entire length of the banking room. 

Appointment of Attorney J. L. Griffiths as 
assistant trust officer of the Central Deposi- 
tors Bank & Trust Company of Akron, O., 
has been announced by George H. Dunn, 
president of the bank. 

Directors of the Union Savings & Trust 
Company of Warren, O., have named W. 
Manning Kerr as president and James J. 
McFarlin of Girard as executive vice-prest- 
dent. 

The George D. Harter Bank of Canton, 0O., 
reports resources of $23.360,000; deposits, 
$20,597,000; capital, $1,000,000; surplus and 
undivided profits, $1,756,000. Leonard S. 
Hole is trust officer. 

W. R. Carpenter has been appointed mana- 
ver of the seventh office of the Sthndard 
Trust Company of Cleveland. 

The Madison National Bank and Trust 
Company has been consolidated with the 
Southern National Bank of Richmond, Ky. 

R. F. Dillard has been elected president 
of the Citizens Bank and Trust Company of 
Blackstone, Va., filling the vacancy caused 
by the death of Captain J. M. Harris. 
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DANGER FROM ARBITRARY AND UN- 
ECONOMIC RESTRAINT ON BANKING 


(Continued from page 16) 
States maintaining 570 branches outside so- 
ealled city limits without counting California. 
Twelve of them are national banks main- 
taining twenty-eight branches. North Caro- 
lina heads the list with thirty-four banks 
maintaining sixty-six outside branches. Cali- 
fornia has two less banks (thirty-two) with 
outside branches, but the number of branches 
is much greater, 547, of which 318 are 
branches of national banks. Of the banks 
maintaining outside branches fifty-two are 
in New England, twenty-two of them in 
Maine, the Maine banks maintaining fifty- 
seven branches. The Maine law, permitting 
branches in the county of the parent bank 
and any adjoining county seems to me excel- 
lent, and the limit it provides would be suffi- 
cient, I think in any Eastern state. In West- 
ern states where there is much less diversifi- 
‘cation of industries the limit should doubt- 
less be much wider, perhaps in some dis- 
tricts comprising more than one state. 
Limitations Upon Branch Banking 

Branch banking can be limited in any way 
desired—by territory to be covered, by num- 
ber of branches to be allowed each bank, or 
by the size of the places in which branches 
may be organized. As four-fifths of all bank 
failures have occurred in places of less than 
2,500 inhabitants the law might provide that 
no more unit banks should be incorporated 
in places of less size, branches to be au- 
thorized instead. There is no reason why 
we should decide now with relation to what 
kind of banking may seem desirable to the 
people fifty or one hundred years from now, 
and no reason why we should not apply a 
desirable and well proven remedy within 
limits now because of fear that some fu- 
ture generation may decide to enlarge the 
limits. 

Banks have a common law right to estab- 
lish branches. This was generally recog- 
nized in the early days of our nation’s his- 
tory. In many states they have lost this 
right through restrictive legislation, some 
of it not originally intended to prohibit 
branches. The obvious thing to do is to re- 
peal some of the restrictions and allow some 
freedom of natural development. I do not 
believe that there would be any rapid or 
dangerous development, if the establishment 
of branches were permitted within trade 
areas as the Comptroller suggests. 


Suggested Amendments 
I do not believe that any Comptroller 
would permit a dangerous or a very rapid 
development, and the history of branch 
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banking where long authorized by state laws 
seems to indicate (with the single exception 
of California) that development would pro- 
ceed slowly anyway. Branch banking is 
really a country bank proposition. New 
York and Chicago bankers are generally op- 
posed to it (witness the testimony of George 
W. Davison of the Central-Hanover) having 
learned many years ago that correspondent 
banking serves them best. As long as the 
banking units out in the states can be kept 
comparatively small the biggest and best 
business must come to the big cities, and the 
country banks themselves through their cor- 
respondent accounts must furnish a large 
part of the funds with which this business 
is taken care of. The present system suits 
Wall Street bankers exactly, and why should 
they worry over the continued failures of a 
lot of little banks off somewhere in the 
distant prairies? 

I suggest as the first amendments neces- 
sary to remedy the present disgraceful situa- 
tion with relation to bank failures that na- 
tional banks be given the same privileges 
with relation to branches that state banks 
have, and second that in all states national 
banks should be permitted to establish 
branches through consolidations in trade 
areas, which might well start with the lim- 
its of the present Maine law, with discre- 
tion to the Comptroller for extension where 
necessary in order to secure the diversifica- 
tion essential to safety. 

ae de & 
“OLD NATIONAL” SYSTEM OF INLAND 
EMPIRE BANKS 


Total banking and trust responsibility of 
$83,000,000 is represented by the “Inland Em- 
pire Banks” controlled by the Old National 
Corporation and of which the Old National 
Bank & Union Trust Company of Spokane, 
Wash., is the parent and leading unit. There 
are twenty-three banks and trust companies 
associated in this important group organiza- 
tion, having combined banking resources of 
$46,320,953; deposits, $39,656,740; capital, 
$2,990,000; surplus and undivided profits 
$1,051,525. Trust assets amount to $36,832,- 
000, most of which is administered by the 
Old National Bank & Union Trust Company 
which has banking resources of $27,677,824. 


John M. Hunter, a building contractor, 
has been elected president of the Irvington 
National Bank & Trust Company of Irving- 
ton, N. Y. 

Benjamin A, Hoag has been appointed act- 
ing assistant manager of all the branch of- 
fices of the Manufacturers & Traders Trust 
Company of Buffalo. 
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Los Angeles 


Special Correspondence 
STABILITY OF BUSINESS AND BANKING 
IN CALIFORNIA 

are two prime reasons as to why 
and banking conditions in Califor- 
nia have been less adversely affected by the 
stock market crash of last fall and the de- 
clining trends of the past six months, than 
perhaps any other state in the Union, Busi- 
ness has experienced little breakdown aside 
from seasonal influences, because of diversi- 
fication of production. Banks and trust com- 
panies are in as strong a position as they 
ever were, because speculative and collateral 
loan commitments were extended than 
in other sections of the country and likewise 
because of the high standards of banking 
administration which has kept California 
free from any banking failure that may be 
directly attributed to the stock market crisis. 
Perhaps the growth of branch banking in this 
state may be given as another important fac- 
tor in the immunity from banking fatalities. 

In appraising the California banking situ- 
ation at the recent annual convention of the 
California Bankers Will $C. 


There 
business 


less 


Association, 


Woods, the state superintendent of banks, ac- 
corded due credit to the banking fraternity 


in stating that the splendid record of Cali- 
fornia banks over a long period of years was 
maintained in the face of the severe test of 
the past year. He showed that the net loss 
in gross deposits of all California banks dur- 
ing the year ended with the last reports of 
March 28, 1930, amounted to only $16,327,000, 
with indications that increase in savings dur- 
ing the same period more than wiped 
this decrease. 


out 


HISTORY OF SECURITY-FIRST NATIONAL 
OF LOS ANGELES 


A printed volume of over 200 pages has 
been published in commemoration of the for- 
tieth anniversary of the founding of the Se- 
curity Trust & Savings Bank of Los Angeles, 
which is now an integral part of the Security- 
First National Bank as the result of the merg- 
er last year of the Security with the Los An- 
geles-First National Trust & Savings Bank. 
The book is handsomely illustrated with re- 
productions of etchings depicting early Cali- 
fornia scenes and events and with later de- 
velopment of the bank and of Los Angeles re- 
lated in text and pictures. 

The history of the Security Trust & Sav- 
ings Bank is essentially built around the per- 
sonality and activities of J. F. Sartori, who 
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started the Security Savings Bank back in 
1889. This institution later became the Se- 
curity Trust & Savings Bank of which he be- 
came president in 1895 and continued head of 
that institution as well as remaining head of 
the consolidated Security-First National 
Bank. Another influential personality in this 
organization is Willis D. Longyear, who be- 
gan with the Security in 1890 and recently 
completed his fortieth year of continuous 
service with Security-First National, of 
which he is vice-president. 

The Security-First National now has re- 
sources of over $580,000,000, deposits $334,- 
000,000; capital and surplus $45,000,000, Ac- 
cording to Henry M. Robinson, chairman of 
the board, the earnings of the bank for the 
second quarter of the current year exceed 
those for the same period in 1929. 


UNIFORM PRICE SCHEDULE FOR TITLE 
INSURANCE 


The Title Insurance & Trust Company of 
Los Angeles advises that the title companies ° 
of Los Angeles County have agreed upon a 
uniform price schedule which has worked. out 
to the advantage of the company and its cli- 
ents. The Title Insurance & Trust Company 
handles approximately 45 per cent of the 
title business in the county and has direct 
branches in three other counties while its 
policies are sold by affiliated companies in 
four more southern California counties. 

The Southern California Chapter of the 
American Institute of Architects recently 
presented the chapter award and certificate 
of honor to the Title Insurance & Trust Com- 
pany for merit in design and architecture 
of the company’s building at 43838 South 
Spring street. 


NEW BRANCH FOR CALIFORNIA BANK 
OF LOS ANGELES 


The California Bank of Los Angeles contin- 
ued steadily to increase the scope of its activ- 
ities. Following closely upon the opening of 
the West Hollywood Branch last March, an- 
other new branch office has been opened in 
San Gabriel which occupies a_ building of 
attractive design. This new office takes the 
place of the old San Gabriel branch and the 
East San Gabriel Branch and is in charge 
of C. C, Pearson. 

Asa V. Call of Call & Murphey, attorneys, 
has been elected a director of the California 
Bank. H. E. Mahood, manager of the Holly- 
wood Junction branch of the California 
Bank, has been elected president of the Cali- 
fornia State Safe Deposit Association. 
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NEW OFFICERS OF THE CALIFORNIA 
BANKERS ASSOCIATION 

At the recent annual convention of the 
California Bankers Association, Lane D. 
Webber, vice-president of the First National 
Trust & Savings Bank of San Diego, was 
elected president. The office of vice-presi- 
dent was alloted to Herbert H. Smock, vice- 
president of the Security-First National 
Bank of Los Angeles, and J. F. Sullivan, Jr., 
the popular vice-president of the Crocker 
First National Bank of San Francisco, was 
elected chairman of the executive council. 

The new officers of the Trust Company 
Section of the California Bankers Association 
are: Chairman, J. E, McGuigan of the Bank 
of America of California, San Francisco; 
vice-chairman, John Veenhuysen of the Se- 
curity-First National Bank of Los Angeles, 
and Frank H. Lougher of the Anglo-Califor- 
nia Trust Company of San Francisco. The 
members of the executive committee are: 
Lane D. Webber, president California Bank- 
ers Association; Roy Blair, California Na- 
tional Bank, Sacramento; J. E. Randall, 
Bank of Italy, San Diego; Halcott C. Thom- 
as, Citizens National Trust & Savings Bank, 
Los Angeles; F. J. Brickwedel, Wells Fargo 
Bank and Union Trust Company, San Fran- 
cisco; W. W. Jacka, Bank of Italy, San Jose. 


UNION BANK AND TRUST COMPANY OF 
LOS ANGELES 

Net profits of the Union Bank & Trust 
Company of Los Angeles for the first six 
months of 1930 show a gain of 7 per cent over 
the profits for the last six months of 1929, 
according to the president, Ben R. Meyer. 
The showing is particularly interesting in 
view of reports of lowered earning capacity 
in business and banking generally. 

Announcement is made of the election of 
Herman F. Hahn as a member of the board 
of directors. Mr. Hahn is a vice-president 
of the bank. 

Effective as of July 1st, the Los Angeles 
Clearing House Association reports total deb- 
its to individual accounts instead of bank 
clearings. 

Dr. Keith Powlinson has been appointed 
research assistant, department of research 
and service, Security-First National Bank of 
Los Angeles. 


The Title Insurance & Trust Company of 


Los Angeles has acquired a rarity in the 
form of an old map of Los Angeles, known 
as Ord’s Survey, and picturing the town as 
of 1849, the year of the gold rush, 
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San Francisco 


Special Correspondence 
GAINS SHOWN BY CROCKER BANKS 


Substantial inereases are shown in the 
June 380th financial statement of the Crocker 
First National Bank of San Francisco and 
its affiliated, the Crocker First Federal Trust 
Company. Combined resources have in- 
creased nearly four millions since the March 
27th return to total of $126,692,358. Com- 
bined deposits have passed the 100 million 
mark from $99,901,000 to $108,728,055. Capi- 
tal of the bank and allied trust company 
amounts to $7,500,000, with surplus of $3,000,- 
000 and undivided profits of $2,965,962. The 
Crocker First National accounts for $90,066,- 
000 of combined resources and the Crocker 
First Federal Trust, $36,626,000. In addi- 
tion to these assets, the capital of the Crock- 
er First Company amounting to $500,000, is 
held in trust for the bank’s stockholders. 


BANK OF ITALY ENJOYS PROSPERITY 

An increase of approximately two and one- 
half million dollars invested capital, after 
payment of dividends, is revealed in the half 
yearly statement of the Bank of Italy, and 
represents of the most prosperous six 
months in the history of the bank. The state- 
ment further shows a strong liquid position. 
Total U. S. and other securities stand at 
$262,030,941, up more than $1,500,000 over the 
June statement of a year ago, Deposits are 
$824,556,605, an increase of nearly $100,000,- 
OOO over last year. Of this total, savings 
have increased $63,000,000 and commercial 
accounts $57,000,000, Total are 
now $9SS408,939.24. 


ANGLO-CALIFORNIA TRUST COMPANY 

At the recent annual meeting of Anglo- 
California Trust Company of San Francisco, 
the officers and directors were re-elected as 
follows: Mortimer Fleishhacker, president ; 
T. C. Tilden, vice-president; Louis Sutter, 
vice-president and cashier; R. D. Brigham, 
vice-president and manager of branches; J. L. 
Osborne, C. L, Smith, Fred V. Volmer and 
Leon Sloss, Jr., vice-presidents. 

During the last year deposits of the Anglo- 
California Trust Company increased $5,577,- 
879: resources increased $5,894,643, and un- 
divided profits, $213,685. At the end of the 
same period the capital stock totaled $1,500,- 
000, the surplus $2,000,000, and the undivided 
profits $768,995. Total resources of the bank 
are $82,092,546. 


one 


resources 
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NEW YORK’'S NEW HOTEL 
LINCOLN 


STANDARDIZATION IN THE FIELD OF 
TRUST ACCOUNTING 

With the rapid growth in volume of trust 
department business and the increase in num- 
ber of banks and trust companies engaging 
in fiduciary operations, the need of greater 
standardization of trust department account- 
ing to meet varying requirements is some- 
thing obvious. One of the most valuable con- 
tributions to this field is that made by J. 
Henry Smith, president of the Smith Printing 
Company of Williamsport, Pa., who instituted 
an educational program by means of a Bank- 
ers Trust Service which was inaugurated in 
June, 1929, composed of a trust specialist 
and an advisory committee of trust officers. 

The trust specialist, with his experience of 
many years in banking, public accounting 
and bank examinations, has revised and sim- 
plified the trust accounting systems, always 
with the object in view of meeting the re- 
quirements of the various examining authori 
ties, state, federal and private. This has 
been accomplished to meet the demands of 
the most exacting trust officer, whether it be 
a department of one thousand accounts or 
be it one of a dozen or so, with either a pen 
posted or a machine posted system. These 
Systems are complete in every detail, account- 
ing or administrative, individual or corpo- 
rate, also for the pooling of mortgages. 

To further this project, the Bonkers Trust 
Service organization has sent out trust forms 
made up in portfolios to hundreds of banks, 
bank examiners and accounting firms. These 
portfolies are very instructive and they have 
been commented on very fivorably. At cer- 
tain intervals there is also sent out to every 
bank that has capital large enough to exer 
cise fiduciary powers, a trust officer’s letter, 
in which there is placed before ‘the trust 
executive the latest happenings in the trust 
world. 


SAFEGUARDS IN THE COMPETENT 
HANDLING OF ESCROWS 


(Continued from page 50) 
to your customer to be able to show these 
records in lawsuits, income and inheritance 
tax investigations, or the appraisals of prop- 
erty for estates. 

Don't let your escrow department be a ne- 
cessary evil but build it up where it will offer 
a valued service to your community. Put 
it in the hands of competent people. Hold 
yourself up as liable for but charge 
adequate compensation for your services. 


loss, 


The newly organized Union Bank & Trust 
Company has opened for business in Ko- 
komo, Ind., with B. I). Mitchell as president. 


Where modern scientific planning 
and management make possible 
rates surprisingly moderate. 1400 
Rooms, each with bath and shower, 


For For 
$3-5 One $4.7 Two 
Telephone Lackawanna 1400 


Eighth Ave., 44th, 45th Sts. 
Times Square - NEW YORK 


FOSTERING RECIPROCAL TRADE 
RELATIONS 

The Virginia State Chamber of Com- 
merce is setting an example which is worthy 
of emulation by similar bodies, in sponsoring 
a tour of Virginia business men to England 
and Europe in the interest of reciprocal trade 
relations. A member of this committee is 
Julien H. Hill, president of the State-Planters 
Bank and Trust Company of Richmond, who 
has been active in stimulating international 
markets for Virginia manufacturers and 
exporters. 





Thomas B. McAdams, executive manager 
of the State-Planters Bank and Trust Com- 
pany, is one of the underwriters of the soon- 
to-be-taken solo flight to France by the well- 
known aviator George R. Hutchinson in the 
“City of Richmond’. The plane, a Lockheed 
Sirius, will be 725 horsepower with a maxi- 
mum speed of 190 miles an hour. 


The Chase National Bank of New York 
has been appointed transfer agent for the 
common and preferred stocks of the Amer- 
ican NSecantic Line, Ine. 

Lewis E. Pierson, chairman of the Irving 
Trust Company of New York has been elected 
a director of the Freeport Texas Company. 
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ESSENTIAL TO EVERY 
TRUST OFFICER 


The new and enlarged edition 
of 
TRUST INVESTMENTS 


By FRANK C. McCKINNEY 
of the New York Bar 


Reliable and only authoritative book on the subject. 
General principles, state statutes and court decisions. 


Every trust officer, every trustee, corporate or individual, 
every lawyer, investment house and savings bank, should 
own this reliable work. 


CONTENTS 


1. General duties of Trustees, Execu- 2. Statutes of All States Carefully 
tors, Administrators and Guardians Compiled. 
in the Care and Management of 3. Statutes peers Investments by 
per peaeenge Savings Banks. 
etter al mage Pm 4. Brief and Accurate Digest of Court 


: Decisions of Every State. 
penses for Repairs and Improve- 5, List of Investments Legal in Con- 
ments; Continuing Business and necticut, Massachusetts and New 
Investments of Decedent. York. 


600 pages—aAttractively bound 
in Koda Leather. Price 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 


_ Gentlemen: Enclosed please find $5.00 (check or money order), for which 
kindly send me copy of “Trust Investments,”’ by Frank C. McKinney; or you may 
send me copy on approval. 


Address 


Make check or draft payable to TRUST COMPANIES Publishing Association 
55 Liberty Street, New York 





